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German  unions  German  energy  group 

win  3.1%  public  threatens  to  transfer 

sector  pay  deal  business  abroad 

Trade  unions  representing  more  RWE,  German  energy  and 
than  3m  German  public  sector  industrial  group,  has  threatened 
worker*  have  won  a pay  increase  to  transfer  some  of  its  business 
ot  3.1  per  cent,  far  In  excess  of  operations  abroad  in  protest  at 
^21^  l7flatIon  rate  °f  0-2  the  centre-left  government's 
per  cent  and  more  than  the  gov-  planned  tax  reforms.  Page  19 
eminent  had  envisaged  in  its 

draft  1999  budget  The  pay  deal  T**  wo*Ws  leading  10  investment 
which  wIU  take  effect  in  April  and  13911  ^ have  almost  doubled  their 
run  for  15  months,  was  agreed  fee-based  and  advisory  business 
on  Saturday,  less  than  two  m ttie  Global  capital  markets, 

weeks  after  the  engineering  say®  9 report-  They  now  have  77 

workers'  union  IG  Metall,  the  big-  P®1-  0801  ^ ^ market.  Page  19 
gest  in  Germany,  won  a wage  SngapotB  has  opted  for  caution 

ffH^SSerJ^0r0tJ9hly  4 per  cent  in  its  Budget,  providing  only  mad 
a year.  Page  18  stimulation  for  the  economy  while 

Israel  attacks  MzboOah  targets  focusing  on  improving  long-term 
Israel  carried  out  air  strikes  on  competitiveness.  Page  6 
Hizbollah  targets  north  of  Israel’s  Olivetti  is  expected  this  week  to 
south  Lebanon  occupation  zone  seek  new  allies  to  support  its 
after  guerillas  killed  three  Israeli  e53bn  hostile  bid  for  Telecom 
. . soldiers.  Brigadier- General  Erez  Italia.  The  push  follows  its  clear- 
Gerstein,  commander  of  the  ance  for  a revamped  takeover 
Israeli  Army  liaison  unit  to  Leba-  offer  from  Consob.  the  Italian 
non,  was  among  the  victims.  stock  market  regulator.  Page  19 
' International,  Page  3 

__  _ South  African  Breweries,  the 

Gferlon  defat  plan  attacked  world’s  fourth  largest  brewing 

US  President  Bill  Clinton’s  pro-  group,  starts  conditional  share 
posal  to  provide  wen-behaved  dealings  on  the  London  Stock 
emerging  market  countries  with  Exchange  today.  Page  19;  Lex, 
credit  lines  to  ward  off  financial  Page  18 
crises  is  running  into  opposition 

on  the  International  Monetary  L arson,  publisher  of  the 
Fund’s  executive  board,  interna-  Financial  Times,  and  Gruner  + 
tional.  Page  3;  Personal  View,  Jahr*  German  publishing  group 
Page  16  controlled  by  Bertelsmann,  will  j 

today  detail  plans  to  launch  a 

India  roses  direct  taxes  new  German  business  newspa- 

India  has  raised  direct  taxes,  fojt  per.  Pa  get  21 

the  first  time  in  a decade  Si  a - ■ . , ■ • . „ , - . . , 

budget  flagged  by  finance  minis-  London  and  Frankfurt  stock 
ter  Yashwant  Sinha  as  launching  y^jes ^ haw  begun  consute-  I 
a “medium-term  strategy"  to  Jorawrth  mv^to^brokera  and  ; 
restore  the  country’s  -fiscal  feted  rompanles  about  harmon-  , 

health".  Asia-Pacific,  Page  8 jsmg  hours  as  part  of  a plan  to 

develop  a pan-European  market 

Ethiopia  declares  ‘victory’  for  Europe's  top  300  companies.  I 

The  Ethiopian  government  has  Page  18;  Comment,  Page  20; 
declared  'total  victory’  in  its  bor-  Putting  on  brave  face.  Page  23 
der  war  with  Eritrea  after  recap-  „ w 

^ DoHmp  Nokia,  mobile  telecoms  9 roup, 

tunng  the  contested  Badme  -i*--  increasa  Its  woritforce 

region,  although  Eritrea  said 

fighting  was  continuing.  Earlier  pL}£oo  ***  V ' 

Eritrea  said  it  accepted  a peace  808 

plan  endorsed  by  Ethiopia.  A record  number  of  fund 

Crunc  bum  tn  hn«d  hi  mb.  managers  launched  cross-border 

Greens  keen  to  boret  HI  rme  joint  ventures  last  year  despite 

Green  parties  sjgnafed  toar  that  more  than  half  fail 

determination  to  ptey  a bgger  wjthjn  ye^  according  to  a 

rofe  m setting  the  Bnpw  new  Rage  23 

Union  s economic  and  social 

agenda  by  agreeing  a common  Gucci  comes  under  attack  this 

programme  to  fight  the  June  week  when  LVMH,  French  luxury 

elections  to  the  European  pariia-  goods  group,  starts  legal  pro- 
ment  Europe,  Page  2 ceedings  against  the  board  of 

«...  in.  b.  P*#  Tlmnr  1,18  ,taIian  fashfen  h0US8  ^ 

Role  far  Wl  soughtl® East  lunar  Amsterdam  Court  of  Appeal 
Portugal  and  Australia  want  a p 21 
United  Nations  presence  in  East  ^ 

Timor  to  help  ease  tensions  as  Volvo  of  Sweden  has  stepped  up 

the  territory  moves  towards  plans  to  expand  in  commercial 

autonomy  or  independence  from  vehicles  with  a twin-track  strat- 
Indonesia  But  Australia  says  an  egy  involving  Sweden's  Scans 
armed  peacekeeping  force  is  not  and  Navistar,  US  truck  and 
required.  Asia-Pacific,  Page  6 engine  group. Page  21 

Zambia  tightens  security  Henderson  investors,  UK-based 

Zambia  has  deployed  police  and  fund  management  company,  has 
troops  in  the  capital  Lusaka  after  agreed  to  buy  the  real  estate 
six  bombs  exploded,  killing  one  portfolio  of  US  mutual  life  insurer 
security  guard.  Phoenix  Home  Life.  Page  23 

Anwar  assault  admitted  FT  bitemafional  Theatres,  Israel's 

Malaysia’s  former  police  chief  largest  dnema  group,  is  set  to 
Abdul  Rahim  Noor  has  admitted  become  the  nation’s  first  com- 
beating the  sacked  deputy  prime  pany  to  list  its  shares  on  Easdaq, 
minister  Anwar  Ibrahim  during  the  pan-European  stock  market 
detention.  Asia-Pacific,  Page  8 for  growth  companies.  Page  23 
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By  William  Waife  in  Lagos 

01  use  gun  Obasanjo,  Nigeria’s 
former  military  ruler,  swept  back 
to  power  yesterday  as  the  state’s 
first  elected  civilian  leader  in 
15  years. 

Although  the  outcome  of  Satur- 
day’s presidential  election  was 
denounced  by  his  only  rival,  Olu 
FaJae,  General  Obasanjo's  victory 
- with  a margin  of  at  least 
6.5  million  votes  and  command- 
ing 60  per  cent  of  ballots  cast  - 
left  most  foreign  observers  satis- 
fied it  was  a fair  outcome. 

Chief  Falae  said  in  his  home 
town  of  Akure:  "From  what  I 
have  heard  bo  far,  the  election 
has  been  a farce.  I said  if  General 
Obasanjo  won  a free  and  fair 
election  1 would  congratulate 
him,  but  clearly  this  was  not  a 
free  and  fair  election."  Reports 
from  Akure,  however,  suggested 
the  mood  was  more  of  resigna- 
tion iiian  defiance. 

General  Obasaryo,  61,  was 
Nigeria’s  military  leader  from 
1976  to  1979.  He  presided  over  the 
election  of  the  last  civilian  gov- 
ernment, which  was  overthrown 
after  four  years.  He  inherits  a 
country  in  deep  economic  crisis 
and  tom  by  regional  divisions. 

Among  his  most  challenging 
tasks  will  be  to  resolve  the  con- 
flict in  the  oil-producing  south, 
where  militant  local  inhabitants 
have  forced  a big  cut  in  Nigeria's 
production  of  2m  barrels  of  oil 
per  day  in  their  campaign  for  a 
fairer  share  of  revenues. 


»D€P£*U£NT  AADOHAL  E_rCiCi«AL  CO*«SSiOM 

* O ii 

ClSUtT  Of  PWLMOLKTru  1 U 1 7.:.  * t;M  l7’'7 


Deutsche 
set  to  quit 
as  head  of 
Russian 
GKOs  body 

By  Clay  Harris  in  London 


fj 


A scoreboard  outside  the  Nigerian  Electoral  Commission  dstafis  Gen  Obasanjo’s  election  victory  yesterday.  Reuters 


Although  he  will  not  be  inau- 
gurated until  May  29,  one  early 
decision  is  critical  - whether  to 
endorse  a recent  IMF  agreement 
which  is  an  essential  pre-cond- 
ition to  rescheduling  Nigeria’s 
S29bn  external  debt  and  winning 
urgently  needed  loans. 

Observers  had  expressed  seri- 
ous concern  over  ballot  rigging. 
But  most  concluded  that  both 
sides  were  to  blame  and  said  it 
had  not  significantly  affected  the 
outcome.  Jimmy  Carter,  the  for- 
mer US  president  who  joinUy 


leads  an  American  delegation, 
said:  "There  were  some  dispari- 
ties noted  by... my  wife  and  I 
and  also  by  members  of  our  dele- 
gation.” 

As  expected.  General  Obasanjo 
fared  badly  in  the  ethnic  Yoruba 
region  of  south-west  Nigeria. 
Although  both  men  are  Yorubas, 
General  Obasanjo  is  widely 
resented  by  his  own  people.  Chief 
Falae’s  strong  showing  could 
strengthen  their  calls  for  the 
autonomy  of  a region  which 
includes  the  commercial  and 


industrial  capital  of  Lagos.  Gen- 
eral Obasaq}o  did  well  in  the 
north,  which  has  been  the  domi- 
nant force  in  Nigerian  politics 
since  independence  in  1960.  The 
turnout  was  higher  than  50  per 
cent  of  an  estimated  40m  voters. 

The  presidential  poll  was  the 
last  in  a series  of  elections,  part 
of  a phased  handover  to  civilians 
initiated  by  the  military  head  of 
state.  General  Abdulsalami 
Abubakar. 


Safest  pafr  of  hands,  Page  3 


Business  rejects  tax  harmony  calls 


By  Kevin  Brows  and  Jim  Kelly 
in  London 

Europe’s  business  community  is 
overwhelmingly  opposed  to  Ger- 
man and  French  calls  for  an  end 
to  the  national  veto  on  tax  issues 
and  harmonisation  of  corporate 
taxes  across  the  EU,  according  to 
an  FT  survey  of  business  organi- 
sations. 

The  survey  suggests  that  there 
would  be  strong  business  opposi- 
tion to  any  attempt  to  pursue  the 
suggestion,  put  forward  sepa- 
rately by  Oskar  Lafontaine,  the 
German  finance  minister,  and 
Dominique  Strauss-Kahn,  his 
French  counterpart.  Mouvement 


des  Enterprises  de  France  was 
the  only  one  of  15  business  organ- 
isations in  14  EU  countries  to 
give  full  backing  to  tax  harmoni- 
sation and  qualified  majority  vot- 
ing in  the  council  of  ministers. 

However,  Jacques  Creyssel,  its 
director,  said  majority  voting 
could  be  contemplated  only  if 
there  was  a clear  policy  for 
reducing  taxes  and  social  secu- 
rity levies.  Otherwise  it  would  be 
better  to  retain  tax  competition. 

The  two  German  business 
organisations,  the  BDA  and  BDI, 
firmly  rejected  the  Franco-Ger- 
man proposals,  as  did  the  Confed- 
eration of  British  Industry,  Italy's 
Confindustria  and  most  of  the 


smaller  countries’  business 
organisations.  The  Federation  of 
Swedish  Industries  favoured  har- 
monisation of  the  tax  base,  but 
not  of  rates.  Belgium’s  VBO-FEB 
and  the  Federation  of  Greek 
Industries  backed  majority  vot- 
ing, but  the  Belgians  were  firmly 
against  harmonisation. 

Business  leaders  In  several 
countries  suggested  that  the  Ini- 
tiative WBS  aimpri  at  Utoraaging 
the  overall  level  of  EU  taxes 
rather  than  at  weeding  out  unfair 
tax  schemes  that  might  damage 
other  EU  states. 

John  Dunne,  director  general 
of  the  Irish -Business  and  Employ- 
ers’ Confederation,  said  tax  com- 


petition was  one  of  the  few  eco- 
nomic weapons  left  to  euro-zone 
countries.  “If  we  lose  that  battle 
in  the  longer  term,  it  should  be 
tax  harmonisation  down  to  where 
we  are,  not  upward  to  where 
other  countries  are,"  he  added. 

The  survey  revealed  a strong 
feeling  across  Europe  that  compe- 
tition between  tax  regimes  was 
beneficial.  But  business  leaders 
said  tax  regimes  should  not  dis- 
criminate between  domestic  com- 
panies and  those  based  in  other 
member  states.  There  was  also  a 
widespread  view  that  corporate 
taxes  are  too  high. 

Tax  hamiony?  No  thanks,  Page  17 


Deutsche  Bank  is  prepared  to 
resign  today  as  head  of  a commit- 
tee representing  foreign  holders 
of  &15bn  of  short-term  domestic 
securities  on  which  Russia 
defaulted  last  summer. 

The  19-bank  committee,  which 
has  been  divided  on  strategy  for 
several  months,  may  split  into 
two  camps  this  week  after  Deut- 
sche's unilateral  acceptance  on 
Friday  of  Russia's  restructuring 
terms  for  part  of  its  holdings  of 
the  securities,  known  as  GKOs 
and  OFZs. 

"If  they  don't  resign,  I*m  99  per 
cent  sure  they  will  be  sacked,” 
another  committee  member  said 
of  Deutsche  yesterday. 

Deutsche  is  believed  to  be  will- 
ing to  step  down  if  asked  to  by 
other  banks,  even  though  it  sees 
no  conflict  in  its  position.  It 
offered  to  resign  in  December 
after  earlier  criticism,  but  won 
renewed  support. 

Arguing  that  Russia's  package 
was  worth  as  little  as  2.5  per  cent 
of  face  value  before  devaluation 
of  the  rouble  last  August,  the 
GKO  committee  had  been  seek- 
ing a six-week  deadline  extension 
to  April  30  in  the  hope  of  getting 
more  details  about  the  mechanics 
and  legal  backing  of  the  offer. 

The  committee  officially  made 
that  request  on  Thursday,  only  a 
day  before  Deutsche  annnun«id 
its  partial  acceptance.  Deutsche's 
representative  has  told  other 
members  that  the  decision  was 
made  by  other  departments  in 
the  bank,  behind  "Chinese 
walls". 

Other  members  of  the  19-bank 
GKO  committee  may  also  urge 
Deutsche  to  disclose,  at  least  to 
its  own  clients,  any  commercial 
benefits  It  may  have  received 
from  Russia.  Deutsche's  similar 
role  as  head  of  the  London  Club, 
representing  creditors  holding 
S30bn  of  Soviet-era  commercial 
debt,  has  also  been  called  into 
question. 

Other  banks  were  less 
concerned  about  Chase  Man- 
hattan's decision  to  accept 
the  GKO  offer  on  behalf  of  its 
proprietary  holding,  but  not 
those  of  its  clients.  They  said 
that  the  US  bank,  although  also  a 
committee  member,  had  been 
candid  about  its  intentions  and 
did  not  owe  the  same  duty  of  care 
as  Deutsche. 


Taiwan  warns  it 
might  be  forced  to 
strengthen  defences 
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By  Mure  Dickie  and 
Peter  Montegnoa  to  Taipei 

Taiwan  President  Lee  Teng-hui 
has  warned  that  continued  mili- 
tary pressure  from  China  will 
force  the  island  to  develop  its 
defences.  He  says  his  government 
is  already  interested  In  a 
proposed  US-led  missile  defence 
system. 

In  an  interview  with  the  finan- 
cial Times,  conducted  amid  US 
reports  of  an  escalation  of 
China's  missile  forces,  Mr  Lee 
said  Beijing’s  actions  were  the 
most  important  fantnr  in  rtwrliting 
the  merits  of  a proposed  US  thea- 
tre missile  defence  (TMD)  system » 
that  might  render  mainland 
missile  batteries  impotent. 

"They  already  have  so  many 
missiles,”  Mr  Lee  said.  If  [the 
mainland  Chinese]  are  not  going 
to  reduce  tfcdr  military  threat  to 
Taiwan,  we  must  prepare  our 
defence  systems. r 

In  a signal  of  growing  official 
enthusiasm  for  TMD,  Taiwanese 
newspapers  yesterday  quoted 
senior  military  sources  as  saying 
that  Taiwan  was  making  the  pur- 
chase of  US  Aegis  warships* 
which  could  play  a key  role  in 

any  missile-  defence  system  tfcg 

highest  procurement  priority. 

China  has  fiercely  opposed 
Washington's  development  of 
TMD,  even  though  the  project  is 


still  in  its  early  design  stages. 
Bering  last  week  made  a veiled 
threat  to  transfer  missile  technol- 
ogy to  third  countries  if  the  US 
extends  the  shield  to  cover 
China's  neighbours,  including 
Taiwan,  which  China  considers  a 
renegade  province. 

Madeleine  Albright,  the  US 
Secretary  of  State,  arrived  in 
Beijing  yesterday  for  a two-day 
visit  overshadowed  by  the  dis- 
pute over  defence  issues. 

The  Clinton  administration  last 
week  vetoed  the  sale  of  $450m 
worth  of  telecommunications 
satellites  to  China,  saying  the 
Chinese  military  was  part  of  the 
buying  consortium.  The  US  also 
criticised  China's  human  righto 
record. 

Mr  Lee  stressed  the  importance 
of  dialogue  and  said  that  in  the 
long-term  there  must  be  re- 
unification of  the  mainland  and 
Taiwan.  But  he  gave  no  hint  of  a 
softening  in  Taipei's  stance  on 
key  issues,  threatening  a recent 
fragile  cross-Strait  rapproche- 
ment 

Taiwan  would  continue  to 
insist  on  dealing  with  Beijing  as 
a separate  and  Independent 
entity  and  would  keep  up  its 
drive  for  greater  diplomatic  rec- 
ognition, he  said.  Talks  should 
focus  on  practical  issues. 

Interview,  Rage  18 
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Apax  Partners  has  just  invested  in  QXL, 
a 512  million  transaction,  which  is 
Europe's  single  largest  venture  capital 
investment  in  e-commerce  to  date. 

Oar  early-stage  partnership  with  QXL 
founder,  71m  Jackson,  will  draw  on  our 
specialist  understanding  of  this  rapidly 
evolving  market  and  the  European 
reach  of  our  industry  teams  to  help 
grow  the  business. 

Already  Europe^  largest  online  auction 
site,  www.qxLcora  offers  a range  of 
branded  goods  via  the  Internet.  With 
German  and  French-language  sites  and 
QXL  Exchange  for  private  auctions,  the 
company  is  now  equipped  to  fulfil  its 
growth  potential. 

To  see  how  enterprising  dunking 
can  accelerate  business  growth,  visit; 
wwwjpaxxom  or  phone 
Deborah  Kay  on  (+44)  0171 872  6324. 
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France  seeks  pause  in  talks  on  EU  reforms 


By  Robert  Graham  in  Paris 


France  called  yesterday  for  a 
breathing  space  in  negotia- 
tions on  the  reform  of  the 
European  Union’s  farm  pol- 
icy to  allow  the  French  and 
German  governments  time 
to  bridge  the  wide  divide 
between  their  positions. 

The  French  call  under- 
scored Paris's  growing  reluc- 
tance to  be  pushed  into  a 
quick  deal  on  tbe  domesti- 
cally sensitive  topic  of  farm 
policy  before  the  European 
parliamentary  elections  in 
June. 

If  a delay  Is  accepted  by 


other  EU  members.  French 
officials  recognise  it  would 
be  harder  for  the  Germans  to 
acbieve  their  ambitious 
plans  to  reform  the  EU’s 
finances  under  their  presi- 
dency. which  finishes  at  the 
end  of  June. 

The  agriculture  ministers 
of  the  IS  members  should 
resume  talks  in  Brussels 
tomorrow  after  a marathon 
four-day  session  last  week 
and  an  informal  summit  of 
EU  leaders  on  Saturday  near 
Bonn  failed  to  make  signifi- 
cant progress.  The  main 
sticking  point  has  been  the 
Isolation  of  France,  unwill- 


ing to  concede  a reduction  in 
the  privileged  position  of 
French  agriculture  without  a 
global  deal  on  restructuring 
the  EU's  finances. 

“1  am  not  sure  that  the 
European  Commission  and 
the  German  presidency  are 
capable  of  revising  their 
papers  and  coming  up  with 
new  proposals  between  now 
and  Tuesday,"  Jean  Gla- 
vany,  the  French  agriculture 
minister,  said  yesterday.  “If 
they  can,  then  we  will 
talk. . . H not  then  it's  better 
to  put  things  back.” 

Mr  Glavany  said  the  fail- 
ure of  last  week's  negotia- 


tions showed  very  clearly 
that  when  “there  is  no  agree- 
ment between  France  and 
Germany,  the  EU  is 
blocked”. 

He  added:  “We  could  wait 
several  days,  even  a couple 
of  weeks,  before  reconvening 
the  council  of  agriculture 
ministers  so  as  to  allow  time 
for  France  and  Germany  to 
work  towards  an  intelligent 
compromise." 

The  powerful  French  farm- 
ers’ lobby  has  already 
warned  the  Socialist-led  gov- 
ernment against  making 
concessions  In  the  talks 
'reforming  tbe  Common  Agri- 


cultural Policy  (CAP)  that 
would  undermine  their 
incomes. 

Over  the  weekend  Luc 
Guyau,  the  chairman  of 
FNSEA,  the  national  farm- 
ers' union,  praised  the  gov- 
ernment for  standing  firm 
against  “co-financing"  - a 
German  move  to  shift  agri- 
cultural support  from  the 
CAP  on  to  national  govern- 
ment budgets. 

Mr  Glavany  said  the  infor- 
mal summit  of  ECJ  leaders 
over  the  weekend  had  “put 
lead  in  the  wings"  of  the 
idea  of  “co-finSncing”. 

Paris  has  also  rejected  the 


latest  Commission  ideas  to 
cut  the  prices  farmers  are 
guaranteed  for  beef  by  25  per 
cent  instead  of  30  per  cent 

The  agriculture  minister 
said  this  move  merely 
helped  big  rieh  farmers, 
while  peeing  a real  threat  to 
small  farmers  whose  support 
the  leftwing  government  has 
begun  to  cultivate.  France 
has  proposed  the  beef  sup- 
port cut  be  limited  to  5 per 
cut. 

The  French  have  also 
called  for  a postponement  of 
discussion  on  reorganising 
milk  quotas,  arguing  this 
would  be  costly. 


Greens  keen  to  boost  EU  role 


By  Robert  Graham 


Europe's  Green  parties 
yesterday  signalled  their 
determination  to  play  a big- 
ger role  in  setting  the  Euro- 
pean Union's  economic  and 
social  agenda  by  agreeing  a 
common  programme  to  fight 
the  June  elections  to  the 
European  parliament. 

At  what  was  only  the  sec- 
ond congress  of  European 
Green  parties,  the  increased 
importance  of  the  movement 
was  underlined  by  the 
Greens'  status  as  members 
of  government  coalitions  in 
four  of  the  15  EU  countries  - 
Finland.  France.  Germany 
and  Italy. 

The  Green  platform, 
endorsed  at  a three-day 
congress  of  European  Green 
parties  in  Paris,  seeks 
to  capture  voters  across 
the  traditional  right-left 
divide. 

It  pledges  to  build  a “citi- 


zen's Europe",  with  an 
extension  of  tbe  powers  of 
the  European  parliament, 
while  bringing  EU  institu- 
tions closer  to  the 
electorate. 

Apart  from  the  traditional 
emphasis  on  phasing  out 
nuclear  power,  the  Greens 
have  committed  themselves 
to  work  for  a more  humane 
immigration  policy.  The 
manifesto  also  calls  for  envi- 
ronmental taxes  to  play  a 
bigger  part  in  the  fiscal  sys- 
tem and  for  greater  fiscal 
fairness  by  reducing  tax 
competition  between  states. 

The  programme  and 
accompanying  resolutions 
on  issues  such  as  Kosovo 
and  Kurdistan  were  adopted 
by  more  than  300  delegates. 

“This  is  the  first  timp  we 
have  really  got  together,  and 
despite  our  different  histo- 
ries sought  to  share  a com- 
mon platform,"  said  Franz 
Floss,  spokesman  for  the  fed- 


eration of  European  Green 
parties,  which  embraces 
groups  in  28  countries  lh  and 
outside  the  EU. 

The  Greens  have  27  mem- 
bers in  the  outgoing  Euro- 
pean parliament,  with  12 
from  Germany. 

France,  where  the  Greens' 
list  is  headed  by  Daniel 
Cohn-Bendit.  the  charis- 
matic student  leader  of  1968, 
is  thought  likely  to  elect 
Green  MEPs  for  the  first 
time. 

The  mood  of  political 
maturity  was  caught  by 
Joschka  Fischer,  foreign 
minister  in  the  German  gov- 
ernment and  symbol  of  the 
Green  movement's  new  sta- 
tus. 

He  said  it  was  not  easy  to 
move  from  a culture  of  pro- 
test to  the  exercise  of  power, 
citing  as  an  example  the 
recent  back-tracking  of  the 
German  government  on 
nuclear  power  proposals. 


“EVery  government  makes 
mistakes  at  the  outset,"  he 
said."  “One  must  just  make 
sure  one  does  not  make  the 
same  mistake  twice." 

Pekka  Haavisto.  the  Finn- 
ish environment  minister, 
was  similarly  realistic,  advis- 
ing her  fellow  Greens  “to 
learn  to  be  happy  taking 
small  steps  at  a time". 

Behind  the  scenes,  the 
French  and  German  delega- 
tions sought  to  ease  tensions 
between  their  countries 
caused  by  the  German  gov- 
ernment's initially  tough 
line  on  phasing  out  nuclear 
power  and  nuclear  waste 
reprocessing. 

Outline  agreement  was 
reached  on  the  highly  sensi- 
tive issue  of  German  nuclear 
waste  treated  in  France  and 
the  UK.  The  German  Greens 
said  they  would  not  oppose 
the  return  of  the  waste  pro- 
vided the  shipments  were 
secure. 


Cohn-BancDt  Is  Nealy  to  be  France's  first  Green  MB 9 
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Not  all  the  Silicon  Valleys  are  growing  out  west. 
This  one,  in  fact,  isn’t  even  west  of  Pittsburgh. 


Kingdom  G unputers,  KtwJ  in  a tiny  valley  in 
north  central  Pennsvlvunin.  hunc  «■!  the  fct>rest 
ynnnng  start-ups  in  rhe  L'.S.  Why.'  Because 
Kingdom  Computers  builds  award-winning  rCs  and 
provides  incredible  service.  And  because  ot  a great 
high-tech  business  pArtner  - Pennsvlv.mi.i.  "LValins 
with  the  Ridge  Administration  is  like  dealing  with 
family."  savs  2$  year-old  Mike  Ulmer.  Kingdom 
Computers’  president.  Kingdom  mok  .vlvanrotx-  of 
Pennsylvania  seed  financing  and  business  cmiacts 
and  reaped  the  benefits.  Now  one  tf’che  r.ip  >?  PC 


companies  in  the  US.  Kingdom’s  rapid  annual 
growth  rate  is  projected  to  he  NOT’..  "Ver  the  next 
three  suit:.  And  thanks  to  business  incentives  like  ,i 
iC'n  RiikL'i  t.uc  credit  and  Tech  2 1 . the  Governor's 
initiative  fur  a high-tech  I\mns\IvHni.i,  ■ idler 
einergrag-tech  companies  are  taking  too*  here  as 
well.  Ni » Wt  inder  Pennsylvania  is  a r,*p  ten  state  in 
high -tech  noli  «v  firms.  So  join  the  rush  .ind  move 
Viirr  high-iech  business  here.  With  all  the  valleys 
in  Pennsylvania,  vou  could  have  one  all  your  own. 

R k mrc  mii mutton ciU  J -600-5 54-PENN. 


PENNSYLVANIA 

Getting  it  done 
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Migrant 
fund  plan 
in  gesture 
to  Bonn 


By  Peter  Hannan  in  Brussels 


Spain  has  suggested  solving 
the  vexed  issue  of  Ger- 
many's high  net  contribu- 
tions to  the  European  Union 
through  a special  fund  to  off- 
set the  costs  of  immigration 
and  asylum  seekers. 

Jose  Marla  Aznar,  the 
Spanish  prime  minister,  pro- 
posed that  an  EU  pro- 
gramme worth  about  €3bn 
($3J3bn)  a year  be  set  up  for 
member  states  that  face 
pressure  of  immigration 
from  the  applicant  countries 
of  eastern  and  central 
Europe  and  which  also  bear 
an  excessive  financial  bur- 
den from  refugees  and  asy- 
lum seekers. 

The  funds  would  mainly 
help  Germany,  which  wants 
to  reduce  its  €llbn  net  con- 
tribution to  the  EU.  and  Aus- 
tria. The  programme  would 
remove  one  of  the  main 
stumbling  blocks  in  the 
Agenda  2000  negotiations  on 
reform  of  the  EU’s  budget, 
farm  and  regional  policies. 

It  was  not  immediately 
clear  whether  the  proposal, 
outlined  by  Mr  Aznar  at  last 
Friday's  special  informal 
summit  of  EU  leaders  near 
Bonn,  would  gain  support. 
Germany,  which  currently 
bolds  [he  EU's  rotating  six- 
month  presidency,  is  push- 
ing for  budgetary  rigour  in 
Europe,  with  a stabilisation 
in  real  terms  of  spending 
from  2000  to  2008. 

Some  observers  suggested 
Mr  Aznar's  plan  might  be  a 
ploy  to  divert  discussion 
away  from  plans  to  cut 
Spain's  entitlement  to  EU 
financial  support  in  the 
Agenda  2000  negotiation. 
Spain  adopted  an  especially 
hard  line  in  Friday's  discus- 
sions. rejecting  the  German 
presidency's  suggestion  that 
structural  flmd  payments 
should  be  capped  at  e200bn 
in  the  seven-year  period  or 
an  Agenda  2000  settlement. 

Largely  because  of  Spain's 
tough  stance,  Mr  Schroder 
was  un.ihle  to  announce  any 
concrete  advance  in  the 
Agenda  2000  negotiations 
last  Friday  although  some 
EU  member  states  hinted  of 
a willingness  to  compromise. 

Tony  Blair,  UK  prime  min- 
ister. insisted  he  would  not 
"negotiate  away"  Britain's 
EU  budget  rebate,  agreed  in 
the  lstons.  but  British  offi- 
cials said  the  UK  was  pre- 
pared to  make  sacrifices- 

Mr  Schroder  said  Germany 
was  not  seeking  “a  lottery 
Jackpot"  but  wanted  to  see 
the  rising  curve  or  its  net 
contributions  to  the  EU  turn 
down.  He  soothed  Spain  and 
other  countries  benefiting 
from  the  cohesion  funds, 
conceived  to  help  them 
adapt  for  the  euro,  by  saying 
there  were  no  plans  to  stop 
payments  abruptly. 


NEWS  DIGEST 

PRIMAKOV  STICKS  TO  HOLIDAY  PMU  -'j 

Yeltsin  ‘stable’  in  hospital 
after  fresh  setback 


President  Boris  Yeltsin  was  yesterday  said  to  be  in  a 
"stable"  condition  in  hospital  after  suffering  further  compli- 
cations with  a bleeding  stomach  ulcer.  But  Yevgeny  Pri- 
makov,' prime  minister,  flew  off  to  the  Black  Sea  resort  of 
Sochi  on  Saturday  for  a 10-day  holiday. 

“If  the  situation  required  the  premier  to  stay  in  Moscow, 
he  would  not  have  flown  to  Sochi,"  a prime  ministerial 
spokesman  said.  Mr  Yeltsin  has  recently  been  attempting 
to  raise  his  political  profile  again  after  being  marginalised 
for  the  past  few  months.  But  doctors  said  the  president's 
latest  health  setback  had  been  caused  by  overwork.  Mr 
Yeltsin  ignored  his  doctors’  advice  last  month  to  fly  to  Jor- 
dan to  attend  the  funeral  of  King  Hussein.  He  has  also 
held  recent  meetings  in  Moscow  with  Zhu  Rongji,  the  Chi- 
nese premier,  and  other  leaders  of  the  Commonwealth  of 
independent  States.  John  Thornhill,  Moscow 


KOSOVO  VIOLENCE 


Serb  policeman  killed 


One  Serbian  policeman  was  killed  and  four  were  wounded 
in  southern  Kosovo  yesterday  as  government  forces  bat- 
tled with  separatist  ethnic  Albanian  guerrillas  on  the  first 
anniversary  of  the  war  in  the  province.  International 
observers  said  between  2,000  and  3,000  ethnic  Albanian 
refugees  who  fled  the  fighting  around  Kacanik.  15km  north 
of  the  Macedonian  border,  were  prevented  by  Serbian 
authorities  from  crossing  over  as  refugees. 

"There  are  1,000  or  1.500  people  queued  up  along  the 
highway  about  500  metres  short  of  the  Macedonian  bor- 
der." said  a United  Nations  spokesman.  Thousands  of  eth- 
nic Albanians,  including  guerrilla  units,  marked  the  first 
anniversary  of  the  war  in  the  Serbian  province  yesterday 
with  a sombre  ceremony  in  the  village  of  Likosane. 

Twenty-five  ethnic  Albanians,  including  10  members  of  a 
single  family,  were  killed  in  the  village  a year  before  after 
fighting  sparked  by  a police  ambush  of  a car  carrying  four 
Kosovo  Liberation  Army  guerrillas.  Reuters,  Pristina 


AIR  TRAFFIC  DISPUTE 


Strike  threat  to  Helsinki  airport 


Finnish  air  traffic  controllers  are  this  week  expected  to 
step  up  industrial  action  that  has  paralysed  the  domestic 
airline  network  and  disrupted  international  air  traffic  over 
the  past  three  weeks.  Helsinki  airport  is  likely  to  dose  for 
two  days  a week,  beginning  tomorrow  and  Wednesday, 
following  a collapse  in  pay  talks  between  the  country's 
civil  aviation  authority  and  air  traffic  control  unions. 

Finnair,  the  national  airline,  warned  at  the  weekend  that 
it  would  begin  laying  off  staff  if  the  dispute  was  not 
resolved  quickly.  The  partially  privatised  flag  carrier,  which 
has  lost  FM105m  (€17.601,  520ml  since  the  strike  began, 
declined  to  say  how  many  of  rts  9,000  staff  would  be 
affected. 

Air  traffic  controllers  are  seeking  a 26  per  cent  pay  rise 
and  additional  benefits  including  company  cars.  They  have 
been  offered  a 12  per  cent  salary  increase.  The  average 
monthly  wage  among  the  country's  250  controllers  is 
FM25.000.  The  dispute  has  focused  attention  on  industrial 
relations  and  wage  moderation  In  the  run-up  to  Finland's 
general  election  on  March  21.  Finnair  has  warned  that  the 
closure  of  Helsinki's  Vantaa  airport  will  increase  its  weekly 
losses  to  FM55m.  Tim  Burt,  Stockholm 


IMF  WEIGHS  LOAN 


Praise  for  Romanian  reforms 


The  International  Monetary  Fund  has  said  Romania  has 
made  "solid  progress"  on  economic  reforms  in  recent 
months,  and  that  Bucharest's  formal  request  for  a standby 
loan  would  be  "considered'’  by  the  Fund's  executive  board 
in  June.  This  year  Romania  faces  foreign  debt  service  pay- 
ments of  $2.9bn,  the  bulk  of  which  falls  due  in  May  and 
June.  Radu  Vasile,  the  prime  minister,  . has  said  that  if 
Romania  does  not  sign  loan  accords  with  the  IMF.  the 
"worst  economic  collapse  scenarios  might  come  true". 

Romania  is  negotiating  a $480m  standby  agreement  with 
the  IMF.  to  be  dispersed  in  six  tranches  over  IB  months. 
Emmanuel  Zevourdakis,  the  IMF’s  Romania  director,  said 
his  team  would  return  to  Bucharest  in  April. 

• Romania's  central  bank  said  yesterday  it  had  placed 
Ban  cor  ex,  a troubled  state-run  bank,  under  special  admin- 
istration to  help  it  restore  normal  operations.  Mr  Vasile 
said  he  hoped  extraordinary  powers  extended  to  a special 
administrator  would  help  the  bank  get  ready  tor  privatisa- 
tion this  year.  Joe  Cook,  Bucharest 


DISPUTE  OVER  KURDS 


Turk  call  for  Greek  sanctions 


Turkey’s  president  has  called  on  Nato  allies  to  impose 
sanctions  on  Greece  for  supporting  the  PKK  guerrillas  of 
Abdullah  Ocalan,  the  imprisoned  Kurdish  rebel  leader. 

President  Suleyman  Demirei  opposes  granting  minority 
rights  to  Turkey's  Kurdish  population.  He  hinted  last  week 
that  Turkey  could  use  military  torce  against  Greece  unless 
it  renounced  what  he  saw  as  support  for  the  PKK. 

Turkey  has  long  accused  Greece  of  providing  aid  and 
training  to  Ocalan ’s  rebels,  but  Greece  has  denied  the 
accusations,  saying  it  helped  Mr  Ocalan  only  as  a humani- 
tarian gesture.  AP,  Ankara 
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Obasanjo  seen  as 
safest  pair  of  hands 
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5«"m  Wallte  in  Lagos 

Whatever  protest  his 
^Ponem.  oiu  Fatee.  ha^ 
«*  irregularities 

“ajjions  of  Nigerians 

mu?*  VPted  for  tJle  erst  while 
J^er*  as  well  as  for 
Well-wishers  in  the  west 
those  hands  represented  the 

safest  pair  on  offer  to  guide 
Nigeria  through  one  or  its 
most  turbulent  periods  since 

thevBiafran  civil  war  in  the 

Only  eight  months  ago  the 
61-year-old  former  general 
was  behind  bars,  vfctta  5 
the  most  sinister  and  brutal 
dictatorship  Africa's  most 
populous  state  had  known. 

In  most  parts  of  the  world 
f“ch  a precipitous  journey 
from  jail  to  victory  in  presi- 
dential elections  would  be 
considered  remarkable.  But 
many  Nigerians  appear  to 
have  overlooked  the  fact 
that  the  general,  who  ruled 
the  country  from  1976  to  1979 
before  becoming  a chicken 
farmer  after  his  hand- 


over. has  paid  some  dues. 

He  served  more  than  three 
years  as  a political  prisoner, 
as  well  as  spending  the  bet- 
ter part  of  two  decades  cam- 
panpiing  across  the  globe  for 
good  governance  as  a lead- 
ing Sgure  in  Transparency 
Internal,  the  Berlin-based 
anti-corruption  lobby. 

He  also  won  plaudits  for 
his  role  as  a member  of  a 
Commonwealth  Eminent 
Persons  Group  which  made 
contacts  in  the  1980s  with 
then  jailed  South  African 
leader  Nelson  Mandela, 
starting  a dialogue  that 
paved  the  way  for  an  end  to 
apartheid. 

What  makes  him  such  a 
controversial  figure  among 
those  who  cast  their  vote  the 
other  way  is  the  loathing  he 
harbours  now  for  all  forms 
of  military  involvement  in 
government.  In  his  cam- 
paign, Chief  Falae  repeatedly 
stressed  that,  regardless  or 
bow  long  ago  General  Oba- 
sapjo  traded  in  his  uniform 
for  the  flawing  agbada  robes 
traditional  to  his  Yoruba 
ethnic  group,  he  retains  a 
“military  mindset". 

Opposition  to  him  proved 


lleisi 


IMF  executives 
cautious  over 
credit  line  plan 


By  Robert  Chote, 
Economics  Editor 
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DS  President  Bill  Clinton’s 
proposal  to  provide  well-be- 
haved emerging  market 
countries  with  credit  lines  to 
ward  off  financial  crises  is 
running  into  opposition  on 
the  Internationa]  Monetary 
Fund's  executive  board. 

Some  European  countries 
and  poorer  developing 
nations  feel  they  are  being 
railroaded  into  support  for 
the  initiative  by  the  US  and 
the  UK,  which  in  turn  are 
supported  by  some  of  the 
emerging  market  nations 
that  might  benefit  from 
it. 

President  Clinton's  plan 
would  see  countries  with  a 
good  policy  record  offered  a 
precautionary  line  of  credit, 
in  effect  boosting  the 
reserves  they  have  available 
to  defend  themselves  against 
speculative  attacks. 

The  finance  minister*  and 
centra!  bank  governors  of 
the  Group  of  Seven  leading 
industrial  nations  gave 
apparent  backing  to  tbe  plan 
in  tbe  communique  of  their 
recent  meeting  in  Bonn. 

"We  welcomed  the  sub- 
stantial progress  in  develop- 
ing an  enhanced  IMF  facility 
proriding  a contingent 
short-term  line  of  credit, 
accompanied  by  appropriate 
private  sector  involvement." 
the  G7  said. 

“We  will  work  at  the  IMF 
to  ensure  that  this  fadlity.is 
introduced  as  soon  as  possi- 
ble." 

But  one  senior  European 
official  said  there  remained 
doubts  about  the  scheme, 
even  within  the  G7.  “The  ref- 
erence to  the  'enhanced 
facility’  is  German  code  for 
'be  careful’,"  he  said. 

Onno  de  Beaufort 


Wijnholds.  the  IMF  execu- 
tive director  for  the  Nether- 
lands, expresses  the  concern 
of  opponents  of  the  scheme 
in  an  article  in  today’s  FT. 
In  an  unusually  public  inter- 
vention for  an  IMF  director, 
he  argues  that  the  credit 
line  proposal  is  “not 
helpful". 

Mr  Wfjnholds  believes  the 
credit  lines  would  encourage 
private  sector  investors  to 
lend  too  much  to  risky 
emerging  market  countries. 
By  providing  an  upfront 
guarantee  to  countries  on 
the  basis  of  past  policies,  it 
would  also  weaken  discipline 
on  them  in  the  future. 

“For  those  who  are  scepti- 
cal about  this  argument.  I 
would  suggest  they  think 
about  what  would  have  hap- 
pened if  such  a contingent 
credit  line  had  been  avail 
able  to  Indonesia  or  South 
Korea  in  1997,  or  to  Brazil  in 
1998."  he  says. 

The  IMF  board  will  next 
discuss  the  proposal  on 
March  12. 

One  area  of  contention 
wfl]  be  whether  the  credit 
lines  form  a new  facility  tin 
which  case  they  will  require 
85  per  cent  support  on  the 
board)  or  a window  in  the 
existing  supplemental 
reserve  facility  (in  which 
case  only  a simple  majority 
in  favour  will  be  needed). 

There  are  also  doubts 
within  the  IMF’s  senior  man: 
agement  about  tbe  wisdom 
of  the  credit  line  proposal 
Michael  Mussa,  the  Fund’s 
economic  counsellor,  has 
opposed  the  idea  in  the  past, 
arguing  that  the  IMF  board 
would  be  very-  reluctant  to 
withdraw  credit  lines  from 
countries  where  policies 
deteriorate. 
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Iranian  voters 
lit  back  reformists 
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By  Robin  Allen  in  Tehran 

A heavy  turnout,  notably  by 
young  voters,  and  partial 
early  returns  from  Iran’s 
nationwide  local  council 
elections  augured  well  yes- 
terday for  reformist  support- 
ers of  President  Mohammad 
■Khatami. 

More  than  300,000  candi- 
dates were  competing  for 
some  200.000  local  council 
seats. 

Balloting  for  local  seats 
ended  late  on  Friday,  with 
official  results  expected  later 
this  week. 

Iranian  analysts  have 
described  tbe  elections  as 
the  first  in  the  country’s  his- 
tory to  be  free  of  pre-election 
rigging  and  the  threat  of 
annulment  by  autocratic 
unelected  bodies  now  con- 
trolled by  clerical  and  judi- 
cial hardliners. 

By  yesterday  afternoon, 
according  to  officials  at  the 
Interior  Ministry's  election 
headquarters,  three  reform- 
ist candidates  - Abdollah 
Nouri.  former  interior  minis- 
ter, Saeed  Hagerian  and 
Mohammad  Azgazarieh,  one 
at  tbe  former  students  who 


helped  occupy  the  US 
embassy  20  years  ago  - were 
clear  leaders  among  nearly 
4,000  candidates  competing 
for  15  local  council  seats  in 
Tehran,  the  capital  and 
the  key  to  reformists' 
hopes. 

In  Seaman,  east  of  Tehran. 
and  two  other  cities  woman 
have  swept  the  board  in 
council  seats,  and  reformists 
across  the  country  are 
reported  to  be  well  ahead  in 
the  count 
Counting  still  had  to  be 
approved  by  election  com- 
mittees and  final  results 
would  not  be  announced  for 
several  days,  officials  said. 

According  to  Neshat,  a 
pro-Khatami  newspaper, 
“the  results  of  these  polls 
will  force  the  conservatives 
to  change  their  political 
views  and  opt  for  reform.  We 
are  already  witnessing  signs 
of  this  coming  from  the 
lower  ranks,  of  establish- 
ment.” 

Reformists  see  the  local 
polls  as  a key  step  towards 
loosening  the  conservatives’ 
hold  on  parliament  In  gen- 
eral elections,  due  in  March 
2000. 


strongest  among  his  own 
Yoruba  group,  which  has  not 
forgiven  him  for  what  it  sees 
as  the  backing  he  gave  the 
northern  candidate  he 
handed  over  to  after  elec- 
tions in  1979.  Among  the 
Igbo  ethnic  group  in  the 
east,  attitudes  have  been 
more  ambiguous. 

to  1969  it  was  Gen  Oba- 
sanjo  who  received  the  sur- 
render of  the  Igbo  rebels 
fighting  for  a separate  Biaf- 
ran  state. 

When  calculating  their 
own  future  after  deciding  to 
forgo  their  traditional 

monopoly  on  the  top  job  in 
the  interests  of  national 
unity,  northern  leaders 
backed  Gen  Obasanjo. 

For  fils  detractors  the  fact 
that  it  was  retired  generals 
and  establishment  figures 
who  bank-rolled  his  cam- 
paign could  prove  his  undo- 
ing. 

But  those  who  know  the 
general  say  he  is  unlikely  to 
be  a stooge  of  the  confluence 
of  northern  political  and  mil, 
itary  establishments  which 
has  done  much  to  win  him 
hack  the  presidency. 

“Obasanjo  is  a man  who 


Israel  vows  to  avenge 
Hizbollah  killings 


OJusegun  Obasanjo  wafts  in  fine  on  Saturday  to  cast  his  vote  AP 


believes  in  the  system,  and 
leadership  to  him  means  tin- 
kering with  the  existing 
structures  to  evolve  a more 
dynamic  one  in  which  hard 
work  is  encouraged  and 
rewarded  and  indolence  and 
waste  and  indiscipline  are 
discouraged  with  enforce- 
able sanctions,"  says  Onu- 
kaba  Qjo,  who  wrote  his  offi- 
cial biography. 

This  conservatism  is  seen 
by  some  as  worrying  at  a 
time  when  radical  reform 
beckons.  While  the  official 


figures  give  him  a solid  man, 
date  to  go  into  office,  they 
seem  unlikely  to  end  the 
controversy  his  re-emer- 
gence  has  provoked. 

For  some  Nigerians  he 
lacks  the  intellectual  capac- 
ity to  work  out  how  to  res- 
cue the  country  from  eco- 
nomic collapse.  For  others  a 
tough  paternalist  who 
knows,  from  within,  the 
workings  of  the  army  which 
has  deprived  Nigeria  of 
transparent  government  for 
so  long  was  the  safest  beL 


By  Avi  Machlfe  in  Jerusalem 
and  James  Schofield  in  Beirut 


Israel  yesterday  vowed  to 
strike  back  at  Hizbollah,  the 
Lebanese  Islamist  Shia 
movement,  after  its  guerril- 
las killed  a senior  Israeli 
commander  and  two  other 
soldiers  in  Israeli-occupied 
southern  Lebanon . 

The  Israeli  army  yesterday 
confirmed  that  Brigadier- 
General  Erez  Gerstein.  com- 
mander of  the  Israeli  army's 
liaison  unit  to  Lebanon,  bad 
been  killed.  A journalist 
with  the  convoy  on  assign- 
ment for  Voice  of  Israel 
radio  was  also  killed. 

Hizbollah  detonated  a 
roadside  bomb  as  a military 
convoy  passed  by  in  the  east- 
ern sector  of  Israel’s  “secu- 
rity zone"  in  southern  Leba- 
non. The  attack  came  less 
than  one  week  after  Hizbol- 
lah killed  three  Israeli  army 
officers  and  raised  the  Israeli 
military  death  toll  in  south 
Lebanon  to  seven  this  year. 
Israel,  its  Lebanese  Christian 
allies  and  Hizbollah  have 
engaged  in  a spiralling  cycle 
of  violence.  Israel  killed  at 
least  three  Hizbollah  fighters 
last  week,  Israeli  jets  have 
bombarded  suspected  Hizbol- 
lah positions  and  yesterday 


two  Hizbollah  rockets  hit  a 
northern  Israeli  town. 

Before  Israel  confirmed 
tbe  attack.  Benjamin  Netan- 
yahu. Israeli  prime  minister, 
said  Israel  “could  not  toler- 
ate these  kinds  of  repeated 
attacks. . .and  Israel  will 
know  what  to  do  in 
response".  He  spoke  in 
Amman  where  be  met  senior 
Jordanian  officials  and  King 

‘When  the  Israelis 
came  here, 
they  didn’t  ask 
permission’ 


Abdullah  but  the  first  meet- 
ing between  the  two  leaders 
since  the  death  of  Abdullah's 
father.  King  Hussein,  last 
month  was  overshadowed  by 
the  Lebanese  tensions. 

Mr  Netanyabu  hoped  to 
smooth  relations  after  he 
angered  Jordan  last  week  by 
saying  Israel  feared  Iraq 
could  become  a nuclear 
power  and  then  threaten 
Israel  from  the  Israel -Jordan 
border.  After  meeting  Mr 
Netanyahu.  Fayez  al-Taraw- 
neh,  Jordanian  prime  minis. 


ter.  said  the  issue  had  been 
"cTarified". 

In  Lebanon,  Naeem 
Qasem,  Hizbollah  deputy 
secretary  general,  said  the 
attack  "confirms  our  deter- 
mination" to  continue  fight- 
ing Israel  until  it  withdraws 
unconditionally  from 
southern  Lebanon.  Ibrahim 
Moussa.  Hizbollah  spokes- 
man. in  response  to  a ques- 
tion why  Hizbollah  appeared 
to  be  stepping  up  attacks, 
said:  “When  the  Israelis 
came  here,  they  didn't  ask 
anyone’s  permission." 

Last  year,  Israel  offered  to 
withdraw  from  Lebanon 
based  on  UN  Security  Coun- 
cil resolution  425  from  1978 
which  called  for  an  immedi- 
ate Israeli  pullout.  But 
Israel,  which  says  it  needs  to 
maintain  its  presence  as  a 
buffer  against  guerrillas, 
also  demanded  security 
guarantees  from  the  Leban- 
ese government. 

Mounting  Israeli  casualties 
have  changed  public  opinion 
on  Lebanon  substantially  in 
the  last  two  years.  A public 
opinion  poll  last  Friday  in 
the  Israeli  dally  Ma’ariv 
showed  that  35  per  cent  of 
Israelis  now  supported  uni- 
lateral withdrawal  while  53 
per  cent  objected. 


In  Taiwan,  we  awarded  a Symbol  of  Excellence 
to  give  you  a touch  of  genius. 
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Court  to  hear 
key  case  on 
discrimination 


By  Patti  Wafcbneir 
hi  Waslrington 


The  US  Supreme  Court 
today  hears  a case  which 
could  have  a big  impact  on 
the  size  of  damages  paid  by 
US  employers  in  employ- 
ment discrimination  law- 
suits. 

The  court  agreed  to  bear 
the  case,  Carole  Kolstad  vs 
the  American  Dental  Associ- 
ation (ADA),  to  clarity  what 
kind  of  employer  conduct 
will  give  rise  to  punitive 
damages  - damages  awarded 
to  punish  and  deter  an 
offender  - in  lawsuits 
involving  sex  discrimination. 
However,  employment  law 
experts  said  the  suit  was 
also  likely  to  have  a 
knock-on  effect  on  race,  age. 
and  other  employment  dis- 
crimination suits  brought 
under  Title  VTT  of  the  1991 
Civil  Rights  Act. 

The  case  involves  a female 
lawyer  employed  as  a lobby- 
ist for  the  ADA.  a profes- 
sional trade  association.  A 
jury  found  that  Ms  Kolstad 
was  denied  promotion 
because  of  intentional  sex 
discrimination.  The  issue 
before  the  court  is  not 
whether  this  is  so,  but 
whether  such  discrimination 
must  be  “ egregious"  before 
punitive  damages  are 
awarded. 

Title  Vll  permits  such 
damages  where  there  was 
"malice  or. . . reckless  indif- 
ference to  the  federally  pro- 
tected rights  of  an  individ- 
ual". But  in  Ms  Kolstad's 
case  an  Appeals  Court  found 
that  the  ADA's  conduct  was 
neither  “egregious”  nor 
“truly  outrageous”  enough 
to  merit  punitive  damages. 

At  the  moment  there  is 
confusion  over  the  standard 
of  conduct  necessary  to 
attract  punitive  damages, 
with  the  various  circuit 
courts  applying  differing 
standards  to  define  “reckless 
indifference”.  If  the  Supreme 
Court  upholds  the  Appeals 
Court's  decision  in  Kolstad  - 
that  the  conduct  did  not 
meet  the  standard  of  "egre-  . 


gious”  - this  would  set  a 
new  standard  nationwide 
that  could  limit  the  size  of 
both  jury  awards  and  pre- 
trial settlements. 

Conversely,  if  Ms  Kolstad 
wins,  jury  awards  and  settle- 
ments could  shoot  up.  Her 
lawyers  argue  in  their  brief 
that  “egregious"  is  too  high 
a standard,  and  that  employ- 
ees need  only  show  that 
employers  knew  or  should 
have  known  their  conduct 
was  probably  unlawful  in 
order  to  have  claims  for 
punitive  damages  put  before 
a jury. 

“If  adopted,  this  standard 
would  subject  , employers  to 
punitive  damages  virtually 
every  time  an  employee 
engages  in  intentional  dis- 


‘Our  concern  is 
that  punitive 
damages  would 
become  the  norm* 


crimination  against 
another.”  the  US  Chamber  of 
Commerce  argues  in  a brief 
filed  to  support  the  ADA 
“Our  concern  is  that  puni- 
tive damages  would  become 
the  norm,  not  the  exception, 
whereas  the  law  clearly 
intends  them  to  be  the 
exception,”  says  Stephen 
Bokat  of  the  National  Cham- 
ber Litigation  Center,  which 
has  also  backed  the  ADA 
According  to  Jury  Verdict 
Research,  which  tracks  jury 
awards,  40  per  cent  of.  ver- 
dicts in  gender  discrimina- 
tion cases  in  the  last  six 
years  have  included  punitive 
damages.  The  law  caps  dam- 
ages at  $50.000- £300,000  per 
plaintiff,  depending  od  the 
size  of  the  employer. 

A lower  court  jury 
awarded  Ms  Kolstad  back 
pay  after  a male  employee  in 
the  same  office  was,  accord- 
ing to  her  lawyers’  brief, 
"preselected"  for  a‘  promo- 
tion for  which  he  was  less 
qualified  then  she  was. 


Wall  St 
gears  for 
Y2000 
tests 

By  Tracy  Corrigan  In  New  York 


The  calm  that  normally 
reigns  on  Wall  Street  outside 
trading  hours  will  be  dis- 
turbed next  weekend  when 
5,000  traders,  systems  pro- 
grammers and  support  staff 
conduct  the  securities  Indus- 
try’s biggest  test  of  Year 
2000  compliance. 

The  industry-wide  effort 
on  Saturday  and  Sunday  rep- 
resents the  second  phase  of 
Year  2000  testing  for  Wall 
Street,  after  tests  last  July. 
Those  involved  only  21  secu- 
rities firms  and  eight 
exchanges. 

Next  weekend  dealers  will 
simulate  trading  on  Decem- 
ber 29,  1999,  according  to  a 
prepared  script.  Involving 
more  than  400  firms,  includ- 
ing the  fund  managers  who 
are  the  ultimate  buyers  and 
sellers  of  most  securities,  as 
well  as  the  traders  who  act 
as  intermediaries  and  clear- 
ing firm  and  ggp-hange  staff. 
The  testing,  which  continues 
on  ftirther  weekends  in 
March  and  April,  will 
include  simulating  trading 
on  December  30  and  31  and 
Janaary  3.  These  dates  were 
chosen  because  many  of  the 
securities  being  tested  take 
three  days  to  settle,  so 
orders  entered  on  December 
29  will  be  the  first  to  settle 
in  the  year  2000. 

The  firms  involved 
account  for  the  bulk  of  US 
securities  trading,  according 
to  the  Securities  Industry 
Association  which  is  co-or- 
dinating the  effort 

“We  have  the  firms  that 
account  for  98  per  cent  of 
daily  volume  in  the  test,” 
said  John  Panchery.  Year 
2000  project  manager  at  the 
SLA  “Any  small  firms  that 
have  to  test  [their  Y2K  com- 
pliance] can  do  so  with  their 
clearing  firms.  Even  if  there 
is  a problem  with  that  small 
firm,  the  ripple  effects  would 
not  be  as  great" 

The  total  cost  of  systems 
remediation  of  the  Year  2000 
problem  for  . the  securities  is 
estimated  at  $5bn,  according 
to  the  S1A  Cross-border  test- 
ing of  securities  trading  is 
due  to  be  conducted  in  June. 


BRAZILIAN  STAND-OFF  PRESIDENT’S  TALKS  WITH  GOVERNORS  ISOLATE  FRANCO  OF  MINAS  GERA/S  „ 

Cardoso  mends  bridges  with  states 


By  Geoff  Dyer  in  BrasOa 

Brazil's  President  Fernando 
Henrique  Cardoso  has  gone 
a long  way  toward  breaking 
the  impasse  between  the  fed- 
eral government  and  several 
state  governors,  a stand-off 
which  had  been  threatening 
to  undermine  his  administra- 
tion. 

Following  a meeting  on 
Friday  with  26  of  tbe.?7  state 
governors,  Mr-Cardoso  pro- 
posed a number  of  conces- 
sions to  ease  pressure  on  the 
states’  finances.  However,  he 
refused  to  reopen  negotia- 
tions about  debt  repayments 
to  Brasilia. 

The  positive  response  that 
Mr  Cardoso’s  proposals 
received,  including  from 
opposition  parties,  served 
further  to  isolate  the  one 
governor  who  did  not  attend 
the  .meeting,  Itamar  Franco 
of  Mmas  Gerais. 

It  was  the  declaration  of  a 
moratorium  on  January  6 by 
Mr  Franco,  who  is  demand- 
ing a revision  of  Minas’  debt 
repayments,  which  high- 
lighted the  financial  prob- 
lems of  many  states  and 
sparked  the  confidence  crisis 
that  farced  the  recent  cur- 
rency devaluation. 

“It  was  better  than  expec- 


Cardoso,  left,  and  defiant  Governor  Franco  who  warns:  ‘Ova- trench  5s  ready1 


ted.  It  was  a very  positive 
meeting,”  said  Anthony  Gar- 
ntinho.  the  opposition  gover- 
nor of  Rio  de  Janeiro.  “More 
than  just  opening  a dialogue, 
the  meeting  overcame  mis- 
understandings. and  obsta- 
cles,” said  Mario  Covas.  gov- 


ernor of  Sao  Paulo,  the  rich- 
est state. 

Mr  Cardoso  said  the  gov- 
ernment would  provide 
loans  to  help  states  reduce 
their  payroll,  their  main 
budgetary  problem,  and  to 
set-up  pension  ftinds  for  civil 


servants.  The  government 
would  also  revise  a ‘ law 
which  exempts  exports  from 
a state  sales  tax,  he  said. 

The  danger  for  the  govern- 
ment. which  did  not  provide 
any  figures  for  the  potential 
cost  of  the  concessions,  Is 


that  financial  markets 
decide  they  will  undermine 
Brazil’s  fiscal  austerity 
' drive.  However,  ministers 
argue  that  they  are  creating 
the  conditions  for  States  to 
make  vital  cuts  in  their 
spending. 

The  government  hopes  the 
perceived  success  of  the 
meeting  will  allow  Mr  Car- 
doso, who  has  been  widely 
criticised  for  indecision  once 
the  devaluation,  to  recover 
the  political  initiative. 

He  received  a further 
boost  on  Friday  when  his 
nnrninpfi  to  bead  the  central 
bank,  Anninio  Fraga,  was 
comfortably  approved  by  a 
Senate  committee  despite 
harsh  criticism  from  opposi- 
tion senators  over  his  links 
with  George  Soros,  the  bil- 
lionaire investor.  The  full 
Senate  will  vote  on  his  nomi- 
nation this  week. 

However,  it  is  not  clear 
how  Mr  Cardoso  will  resolve 
the  conflict  with  Mr  Franco, 
whose  rhetoric  has  become 
ever  more  aggressive.  “Our 
trench  is  ready,”  Mr  Franco 
said  last  week.  “We  will 
resist  in  it  as  along  as  possi- 
ble." He  said  on  Saturday 
f-hai  he  had  no  intention  of 
withdrawing  the  morato- 
rium. 


CHARGES  OF  SEDITION  OUTCOME  WILL  BE. A CRUCIAL  INDICATOR  OF  GOVERNMENT'S  ATTITUDE  TO  REFORM 


Cuban  dissidents  face  trial  today 


By  Pascal  Hatcher  fai  Havana 


Four  leading  Cuban 
dissidents,  whose  case  is 
widely  seen  abroad  as  a test 
of  the  communist  leader- 
ship's attitude  towards  non- 
violent political  opposition. 
Eire  due  to  go  cm  trial  in 
Havana  today  charged  with 
sedition. 

The  four  - Martha  Beatrix 
Roque,  F&lix  Bonne,  Rene 
Gtimez  and  Vladimiro  Roca 
- have  been  held  for  more 
than  19  months,  despite 
appeals  for  their  release 
from  the  Vatican,  Canada, 
the  European  Union,  the  US 
ami  human  rights  organisa- 
tions such  as  Amnesty  Inter- 
national. 

Family  members  said  they 
had  been  Informed  by  state 


security  officers  the  trial 
would  go  ahead  today.  There 
was  no  announcement  from 
the  Cuban  government, 
which  is  often  reluctant  to 
give  information  about  polit- 
ical arrests  and  trials. 

Other  anti-government 
activists  were  reported  to 
have  been  detained  by  police 
over  the  weekend,  appar- 
ently to  stop  them  staging 
demonstrations  during  the 
trial. 

Before  their  arrest  on  July 
16  1997,  the  four  dissidents 
held  news  conferences  for 
foreign  diplomats  and  jour- 
nalists and  released  docu- 
ments criticising  the  grip  on 
power  held  by  President 
Fidel  Castro's  ruling  Cuban 
Communist  party. 

They  also  urged  voters  to 


boycott  one-party  elections 
and  sent  a letter  to  foreign 
businessmen  warning  them 
they  could  be  contributing  to 
the  suffering  of  > the  Cuban 
people  by  investing  in  Cuba 


Four  accused  of 
inciting  others  to 
Subvert  the  order 
of  socialist  state1 


under  the  current  govern- 
ment. , 

In  its  preliminary  findings 
the  State  Prosecutor's  Office 
argued  the  four!-  were  guilty 
of  sedition  andjasked  for  a 
six-year  jail  sentence  for  Mr 


Roca  and  five-year  terms  for 
the  other  three.  The  prosecu- 
tion accused  them  of  inciting 
others  to  “subvert  the  order 
of  our  socialist  state”. 

The  outcome  of  the  trial  is 
likely  to  send  an  important 
signal  regarding  the  Cuban 
government’s  attitude  to 
democratic  reform. 

Acquittal  or  lenient  sen- 
tences might  suggest  the 
authorities  are  willing  to 
heed  international  calls  for 
greater  political  freedoms, 
such  as  the  plea  made  by 
Pope  John  Paul  IT  when  he 
visited  Cuba  in  January  last 
.year. 

Although  more  than  300 
prisoners  were  freed  after 
the  Pope’s  visit,  Mr  Castro 
has  so  far  turned  a deaf  ear 
to  appeals  for  the  release  of 


the  four  well  known  dissi- 
dents, and  to  calls  for  a 
wider  democratic  opening. 

If  the  court  endorses  the 
jail  terms  sought  by  the 
prosecution  this  could  send 
a strong  message  that  the 
authorities  are  not  willing  to 
tolerate  political  opposition 
of  any  kind. 

The  trial  was  scheduled 
just  two  weeks  after  the  gov- 
‘ eminent  passed  tough  anti- 
subversion  legislation  which 
established  jail  terms  of  up 
to  20  years  for  anyone 
judged  to  be  “collaborating" 
with  hostile  US  policy 
towards  Cuba. 

Cuba  routinely  alleges 
anti-government  dissidents 
on  the  island  are  backed, 
directed  and  financed  by  the 
US  government. 
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Creating  Value  Through  People 

The  Cornell  Johnson  School 
European  Alumni  Symposium 
In  London 

Cornell  University’s  Johnson  Graduate  School  of  Management  is  pleased  to  host  a 
gathering  of  grear  significance  for  all  European  scholars,  business  leaders  and  its  alumni. 

Our  European  Alumni  Symposium  promises  to  otter  keen  insight  on  the  challenges  faced 
by  onpiniz.it  ions  and  managers  in  today's  constantly  changing  business  climate.  This 
year's  program,  “Creating  Value  Through  People",  tea  rum.  a stimulating  panel  of  experts 
hum  the  academic  and  corporate  worlds  who  will  explore  matters  of  universal  interest,  such  as; 

• Creating  and  fostering  the  agile  organization 

• Attracting  and  retaining  flexible,  talented  employees 

• Issues  surrounding  rapid  change  in  the  workplace 

You  are  cordially  invited  to  attend  this  outstanding  event,  brought  to  you  through  the 
efforts  of  Cornell's  Johnson  School,  supported  by  the  Financial  Times  and  other  partners. 
To  learn  more  or  to  register,  refer  to  the  information  below. 


yy 


"Creating  Value  Through  People” 

20  March  8:00  AM-4: 15  PM 

May  Farr  Inter-Continental  London.  Stratton  Street 

For  marc  information  or  registration,  call 

(US)  607-255-4038 

E -mad  to  dps5QccrmelI.edu,  or  visit  our  Web  site  at 
httpi//uninv.j6hnsan^mntdLedufahannUlondon.htniL 
Registration  Deadline:  1 March 


CORNETT. 

UNIVERSITY 

Johnson  Graduate  School 
of  Management 


Symbol  of  Achievement 

The  Chartered  Financial  Analyst  (CFA*)  designation.  A 
measure  of  excellence  among  Investment  practitioners.  Proof 
of  a career-long  commitment  to  the  highest  standards  of 
professionalism  and  ethics.  By  earning  the  right  to  use  the 
coveted  CFA  initials,  charterholders  join  an  elite  corps  of  leaders 
in  the  investment  community.  All  dedicated  to  professional 
competence  and  service  — for  the  benefit  of  their  clients  and 
their  employers  alike. 

The  Association  for  Investment  Management  and  Research 
sponsors  the  CFA  program,  along  with  professional  development 
services  for  over  35.000  members  in  70  countries  around  the 
globe.  All  designed  to  promote  integrity  and  knowledge  among 
Investment  professionals  worldwide. 


IMR 


SETTING  A HIGHER  STANDARD 

For  more  information  and  a free  brochure, 
call  1 804-9636825  or  visit  wwwaimr.org. 


A wide  range  of 
newly  qualified  and  junior 


Accountancy  Positions 

appear  every  Monday  in  the  UK  edition 
and  every  Friday  in  the  International  edition. 


For  more  Information,  please  call; 
Effie  White  on 
Tel:+44  171  873  3456 
Fax:+44  171  873  4331 


« 
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fastJorward. 


While  in  Buenos  Aires,  Kate  Archer’s  meeting 


BRITISH  AIRWAYS 


in  Sydney  was  cancelled,  so  she  stopped  by  an  AmericGnAHhet 


American  Airlines  ticket  office  and  changed  her 


Canadian  Airlines' 


Qantas  ticket  for  a British  Airways  ticket  home. 


Cathay  pacific 


How  in  the  world  does  she  do  it? 


Lowvns 


revolves  around  you.  Now  there’s  an  alliance  where  you  can  rely  on  any  of  the  airlines  for 
assistance,  no  matter  which  one  you’re  flying.  Finnair  has  recently  joined  the  oneworld 
alliance  and  will  be  delivering  these  benefits  in  late  1999.  www.oneworldalliance.com 


- ...  one  • 
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ASIA-PACIFIC 


ECONOMIC  STIMULUS  PREVIOUS  ISSUE  IDENTIFIED  BY  OFFICIALS  AS  MAIN  ENGINE  OF  GROWTH 


China  eyes  more  infrastructure  bonds 


By  James  Kynge  In  Beijing 

China  Is  considering  issuing 
a second  tranche  of  infra- 
structure bonds  this  year  to 
stimulate  the  slowing  econ- 
omy. 

A decision  on  whether  to 
launch  more  bonds  could  be 
taken  during  the  full  session 
of  the  National  People's  Con- 
gress (NPC),  or  parliament, 
which  starts  on  March  5,  the 
official  China  Daily  newspa- 
per said  yesterday.  A deci- 
sion could,  however,  be  post- 
poned until  later  in  the  year. 


The  infrastructure  spend- 
ing that  has  flowed  from  a 
RMBlOObn  C$12.1  bn)  bond 
issue  in  August  has  been 
identified  by  officials  as  the 
main  engine  of  economic 
growth  last  year. 

Liu  Hong,  commissioner  of 
the  national  bureau  of  statis- 
tics, said  last  week  that  4 J6 
percentage  points  of  China's 
official  7.8  per  cent  growth 
in  gross  domestic  product 
last  year  came  from  a 14.1 
per  cent  year-on-year 
increase  In  fixed-asset 
investment.  Officials  said 


Singapore  opts 
for  caution  in 
fuelling  growth 


By  Shefta  Mdfutty 
in  Kuala  Lumpur 

Singapore  has  opted  for 
caution  in  its  1999-2000  bud- 
get, providing  only  mildly 
stimulative  measures  for  the 
economy  while  focusing  on 
improving  long-term  compet- 
itiveness. 

"Even  as  we  adopt 
short-term  measures  to  deal 
with  current  difficulties,  we 
have  to  keep  our  eyes  on  the 
future,  develop  the  infra- 
structure necessary  for  our 
future  growth,  enhance  our 
capabilities  and  put  in  place 
a conducive  framework  for 
businesses  and  individuals 
in  Singapore  to  thrive."  said 
Richard  Hu,  finance  minis- 
ter. "Only  then  will  we  be 
well  placed  when  the  region 
recovers  from  the  economic 
crisis.” 

Economists  have 
applauded  the  city-state’s 
administration  throughout 
Asia’s  crisis  for  not  resting 
on  its  laurels  because  of  the 
superior  health  of  Its  own 
economy. 

Singapore  has  urged  its 
citizens  to  cut  spending  and 
upgrade  their  skills  to 
enable  it  to  emerge  stronger 
from  the  crisis.  The  economy 
grew  ijb  per  cent  last  year. 


above  the  government's  1.3 
per  cent  estimate,  in  what 
Neil  Saker,  SG  Securities' 
head  of  economic  research  in 
Singapore,  called  “a  com- 
mendable performance  given 
a region  in  recession. 
Although  growth  decelerated 
through  the  year,  versus  8 
per  cent  In  1997,  it  was  still 
much  better  than  any  dis- 
tressed regional  economy.” 

However,  the  government 
said  overall  trade  shrank  7.5 
per  cent  in  1998,  visitor 
arrivals  declined  by  13  per 
cent,  activities  in  the  Asian 
dollar  market  contracted  by 
10  per  cent  and  job  losses 
reached  a record  28,300. 

Singapore  warned  that 
this  year  could  also  be  diffi- 
cult. But  instoarf  of  provid- 
ing a wide-ranging  boost  to 
business,  the  administration 
has  decided  to  let  measures 
announced  last  year  work 
through  the  system.  In  June, 
the  government  Imple- 
mented a S$2bn  (US$1  _2bn) 
off-budget  package  of  cost 
cuts  and  spending  measures. 
And  In  November  it  imple- 
mented a S$l0.5bn  cost- 
reduction  package,  covering 
the  main  elements  of  busi- 
ness costs.  The  cornerstone 
was  a 15  per  cent  reduction 
in  overall  wages. 


the  increase  in  fixed-asset 
investment  was  driven  to  a 
significant  extent  by  the 
infrastructure  projects 
financed  from  the  bond 
issue,  and  from  state  bank 
lending. 

But  many  independent 
economists  believe  that  the 
7.8  per  cent  figure  and  the 
contribution  of  the  fiscal 
stimulus  package  may  have 
been  significantly  over- 
stated. 

First  RMBlOObn  seems  too 
modest  an  amount  - when 
compared  with  China's  total  . 


fixed-asset  investments  of 
RMB2£45.7bn  last  year  - to 
have  been  the  dynamo  for 
almost  half  of  the  year’s  eco- 
nomic growth.  Second, 
investment  by  the  non-state 
sector  last  year  was  lacklus- 
tre. 

Fixed-asset  investment  by 
collectively  owned  enter- 
prises in  the  cities  dropped 
16  per  cent  year-on-year. 
Investment  by  rural  collec- 
tives, which  includes  most  of 
China's  socalled  town  and 
village  enterprise  sector, 
climbed  0.6  per  cent  and 


Richard  Hue  *wa  have  to  keep  our  eyes  on  the  future’ 


These  measures  will 
already  help  push  the  budget 
Into  deficit  for  the  first  time 
since  the  mid-1980s  reces- 
sion. It  will  he  funded  from 
surpluses  accumulated  by 
the  government  in  its  cur- 
rent term.  As  those  efforts 
were  designed  to  help  busi- 
ness. the  S$29_2bn  1999-2000 
budget  focused  instead  on 
relieving  pressures  on  indi- 
viduals and  building  up  stra- 
tegic industries. 

There  was  a 10  per  cent 
personal  tax  rebate,  double 
that  given  last  year  and 
reliefs  for  those  in  public 
housing.  Tax  incentives 
were  provided  to  various  sec- 
tors, including  the  bond  mar- 
ket and  boutique  fund  man- 
agement, as  part  of  efforts  to 
promote  tbe  city-state  as  a 


regional  financial  centre. 
They  were  also  extended  to 
companies  that  use  Singa- 
pore as  an  operational  head- 
quarters performing  at  least 
one  substantive  global  func- 
tion. 

The  largest  allocations  of 
the  budget  went,  as  In  previ- 
ous years,  to  defence,  at  25 
per  cent  of  total  government 
spending,  and  education,  at 
.19  per  cent.  Spending  on 
development  will  amount  to 
SSIS.fibn,  up  S$1.2bn  from 
fiscal  1998  to  Invest  in  strate- 
gic projects  such  as  land  rec- 
lamation and  information 
technology. 

The  government  is  fore- 
casting gross  domestic  prod- 
uct of  between  minus  l per 
cent  and  plus  1 per  cent  this 
year. 


total  investment  by  the  pri- 
vate sector  rose  6.1  per  cent. 

But  regardless  of  the  true 
impact  that  investment  had 
on  the  economy  last  year, 
fiscally  driven  infrastructure 
spending  remains  one  of  tbe 
few  policy  options  open  to. 
the  Chinese  government  in 
combating  the  economic 
slowdown. 

■ Xiang  Huaicheng,  finance 
minister,  is  expected  to 
unveil  an.  expansionary  bud- 
get at  the  NPC  next  week. 
Officials  have  already  fore- 
cast a deficit  for  1999  of 


RMB105.3bn,  up  from 
RMB96bn  last  year,  but  Mr 
Xiang  has  said  the  deficit 
could  end  up  being  larger 
than  predicted. 

China’s  room  to  issue 
more  bonds  is  somewhat  cir- 
cumscribed-by  the  fact  that 
debt  revenues  in  1997  were 
54  per  cent  of  the  govern- 
ments fiscal  income,  a pro- 
portion which  almost  cer- 
tainly climbed  again,  last 
year.  In  addition,  China's  tax 
Income  as  a percentage  of 
GDP,  at  about  10  per  cent 
last  year,  is  seen  as  too  low. 
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- Role  for  UN 
sought  in 
s East  Timor 


Islamabad  to 
seek  fresh  bids 
for  Habib  Bank 


By  Farttan  Bofchari  in  Islamabad 
and  Clay  Harris  in  London 

Pakistan's  privatisation 
commission  plans  to  seek 
fresh  offers  for  Habib  Bank, 
the  largest  public  sector 
bank,  after  a disappointing 
response  from  prospective 
investors  last  week. 

The  commission's  chair- 
man said  separate  offers  for 
parts  of  Habib's  interna- 
tional network  would  now 
be  considered.  The  deadline 
for  offers  is  March  15. 

The  new  offers  are  being 
sought  partly  because  of  pos- 
sible objections  from  the 
UK's  Financial  Services 
Authority.  The  FSA  must 
give  its  consent  since  Habib 
is  licensed  to  take  deposits 
in  the  UK,  where  it  has  16 
branches. 

Pakistani  officials  say  the 
FSA  could  object  to  any  one 
of  the  six  prospective  buy- 
ers, who  have  had  no  experi- 
ence of  running  a worldwide 
banking  network.  Under  UK 
law  the  FSA  may  accept  the 
word  of  the  home  country 
supervisor  . la  deciding 
whether  a bank  is  "fit  and 
proper".  However,  it  has 
wide  discretion  in  making  its 
judgment  on  suitability. 

The  six  expressions  of 
interest  include  four  Middle 


Eastern  groups  (Bank  Al- 
Falah,  a Karachi/Aha  Dhabi 
consortium,  A1  Yousaf  group 
of  Muscat  and  the  Interna- 
tional Investor  of  Kuwait). 
Daewoo  Securities  (an  affili- 
ate of  the  South  Korean  Dae- 
woo Corporation)  and  a con- 
sortium of  Habib  Bank 
employees. 

Although  still  undecided, 
the  commission  is  appar- 
ently considering  plans  to 
privatise  the  overseas  net- 
work in  separate  chunks, 
though  still  loosely  tied  to  , 
the  core. 

"We  are  asking  the  cabinet 
committee  on  privatisation 
to  repeat  the  Habib  Bank's 
expression  of  interest,"  Mr 
Khawaja  Asif,  chairman  of 
the  commission,  said. 

Mr  Asif  said  there  was 
merit  in  considering  sales  of 
foreign  branches  to  financial 
groups  in  their  countries  of 
operation.  “To  give  one 
example,  Habib  Bank  last 
year  showed  profit  of 
Dh2.5m  [$680,000]  in  the 
UAE,  which  is  pathetic.  A 
party  from  there  can  do 
much  better".  . 

Under  flits  approach,  the 
UK  branches  could  be  sold  to 
a buyer  acceptable  to  British 
authorities  while  networks 
elsewhere  could  be  sold  to 
other  investors,  Mr  Asif  said. 


By  Peter  Wise  in  Lisbon, 

Gwen  Robinson  in  Sydney 
and  Sander  Tlwenes  in  Jakarta 

Portugal  and  Australia  want 
a United  Nations  presence  in 
East  Timor  to  help  ease  ten- 
sions as  the  territory  moves 
towards  autonomy  or  full 
independence  from  Indon- 
esia. But  Australia  says  an 
! armed  peacekeeping  force  is 
not  required.  . . 

The  Portuguese  and  Aus- 
tralian foreign  ministers, 
who  met  in  Portugal  on  Sat- 
urday for  talks  on.  the  future 
of  the  territory,  urged  oppos- 
ing factions  in  tbe  former 
Portuguese  colony  to  show 
restraint  and  avert  farther 
bloodshed. 

East  Timor,  off  northern 
Australia,  was'  invaded  and 
annexed  by  Indonesia  after 
the  Portuguese  colonial 
administration  withdrew 
amid  civil  strife  in  1975. 
Human  rights  organisations 
estimate  that  more ' than 
200,000  East  Timorese  have 
died  since  the  Invasion. 

Portugal  has  condemned 
Indonesia  for  arming  pro- 
integration militias  after 
agreeing  to  grant  East  Timor 
Independence  if  the  Timo- 
rese rejected  an  offer  of 
autonomy.  Two  separatist 
activists  and  a soldier  were 
killed  in  the  latest  Incidents 
on  Wednesday. 

Jaime  Gama,  Portugal's 
foreign  minister,  said  a UN 
presence  was  needed  as 
early  as  possible  to  help 
stem  the  escalation  of  ten- 
sion and  oversee  the  transi- 
tion to  autonomy  or  indepen- 
dence. 

This  would  include  moni- 
toring the  decommissioning 
of  weapons. 

Alexander  Downer,  his 
Australian  counterpart,  said 
he  envisaged  the  sending  of 
civilian  UN  personnel  to 
help  In  the  process  of  con- 
sulting the  East  Timorese  on 
their  future,  but  “not  a mas- 
sive UN  peacekeeping  force, 
heavily  armed,  -landing  on 
the  shores  of  East  Timor". 

Portuguese  and  Indone- 
sian officials  will  meet  in 
New  York  next  week  for  a 


further  round  of  UN-spon- 
sored talks  on  East  Timor. 
Kofi  Annan,  UN  secretary- 
general.  is  expected  to  make 
a decision  on  a UN  presence 
in  the  territory. 

Portugal  and  Australia, 
whose  relations  have  been 
strained  by  the  East  Timor 
issue,  achieved  a broad  con- 
sensus In  the  weekend  talks 
on  how  best  to  support  a 
peaceful  transition  in  the 
territory,  diplomats  said. 

This  will  include  ensuring 
that  the  East  Timorese  bene- 
fit from  offshore  oil 
resources  in  the  Timor  Gap. 
A 1989  treaty,  unsuccessfully 
challenged  by  Portugal, 
splits  the  oil  and  gas  field 
between  East  Timor  and 
northern  Australia  into 


Presence  needed 
‘as  early  as 
possible  to  help 
stem  rising 
tension1 


three  zones:  Australian. 
Indonesian  and  joint 
cooperation. 

Companies  currently 
involved  in  Timor  Gap  pro- 
jects include  Broken  Hill 
Proprietary,  Royal  Dutch/ 
Shell  and  Woodslde  Petro- 
leum. 

• Delegates  from  Irian  Jaya 
who  met  B.J.  Habibie,  Indo- 
nesian president,  on  Friday 
made  a surprise  call  for  inde- 
pendence, rejecting  an  offer 
from  Jakarta  of  expanded 
autonomy. 

The  president  had  invited 
the  delegates  in  an  effort  to 
assure  the  resource-rich 
region  that  he  shared  their 
concerns,  but  they  reacted  to 
an  offer  of  independence  for 
East  Timor  to  demand  the 
same. 

. . Diplomats  say  growing 
numbers  in  Aceh,  the  west- 
ern-most part  of -Indonesia, 
have  also  switched  from  call- 
ing for  autonomy  to  demand- 
ing independence-  . 
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DELHI  BUDGET  FEARS  REMAIN  OVER  HEALTH  OF  GOVERNMENT  FINANCES 


Leap  in  fiscal  deficit  forces 
India  to  raise  direct  taxes 


By  Marie  Mdwtson  in  Hew  Delhi 

India  has  raised  direct  taxes 
for  the  first  time  in  a decade 
after  an  unwelcome  spurt  in 
this  year's  fiscal  deficit  The 
rises  came  in  a weekend 
budget,  flagged  by  Yashwant 
Sinha,  the  finance  minister, 
as  launching  a “medium- 
term  strategy”  to  restore 
“fiscal  health”. 

Indian  stocks  surged  on 
Saturday  in  response  to  mar- 
ket-friendly fiscal  measures 
in  the  budget,  and  industri- 
alists welcomed  fiscal  stim- 
uli to  buoy  growth  in  sectors 
such  as  housing  and  agricul- 
ture. But  many  analysts 
remained  un persuaded  that 
Mr  Sinha  had  done  enough 
to  allay  fears  over  govern- 
ment fiTlaTil*Ag 

Revealing  a leap  in  the  fis- 
cal deficit  to  6.5  per  cent  of 
gross  domestic  product  from 
the  budgeted  5.6  per  cent, 
and  citing  a “growing  and 
critical  source  of  concern” 
over  rising  spending,  Mr 
Sinha  characterised  his  bud- 
get as  placing  a “strong  cor- 
rective course  on  revenues”, 
at  the  same  time  rationalis- 
ing most  indirect  taxes. 


Analysts  saw  the  budget 
as  steering  a difficult  course 
under  fiscal  and  political 
constraints  - with  his  Bhar- 
atiya Janata  party-led  coali- 
tion government  enjoying  a 
slim  majority  - to  rein  in 
fmamgs.  offer  some  demand 
impetus  to  a limping  econ- 
omy and  promote  further 
economic  reforms.  “Given 
the  constraints,  it  strikes  a 
balance  between  giving  a 
demand  shock  to  the  econ- 
omy without  further  fiscal 
indiscipline,  but  perhaps  at 
the  cost  of  making  further 
structural  reforms,  which 
could  prove  politically  desta- 
bilising," said  Vikram  Goyal, 
India  economist  for  Morgan 
Stanley  in  Hong  Kong. 

Mr  Sinha  raised  both  cor- 
porate and  upper-tier  per- 
sonal taxes  by  10  per  cent, 
doing  the  same  with  excise 
and  customs  duties.  He 
allowed  to  lapse  additional 
surcharges  worth  5 per  cent 
on  customs  duties  and 
reduced  India's  maximum 
tariff  to  40  per  cent  but 
imposed  a minimum  s per 
cent  tariff  on  duty-free 
items.  The  overall  effect 
slightly  increases  average 


protection  and  is  seen  as 
considerably  buoying  Indi- 
rect tax  revenues.  But  the 
budget  was  otherwise 
largely  devoid  of  overtly 
swadeshi,  or  economic 
nationalist,  measures. 
Indeed,  Mr  Sinha  promised 
further  liberalisation  for  for- 
eign investment  approvals 
“in  a few  days”. 

The  reformist  core  of  the 
budget,  which  made  more 
promises  of  structural 
reforms  than  direct  commit- 
ments, lay  in  a simplifica- 
tion of  indirect  tax  bands, 
cutting  to  five  bands  from 
seven  the  rates  of  customs 
duty  and  to  three  from  11 
the  number  of  excise  bands. 

Based  on  a currently  opti- 
mistic growth  forecast  of 
between  6-5  per  cent  and  7 
per  cent  for  next  year, 
against  5.8  per  cent  this 
year,  and  a 20  per  cent  surge 
in  tax  receipts,  he  promised 
to  cut  the  fiscal  deficit  next 
year  to  4 per  cent  of  GDP. 

However,  several  analysts 
pointed  out  that  this  sharp 
cut  rests  partly  on  ambitious 
revenue  forecasts  - includ- 
ing an  expected  record 
JtslOObn  (£L35bn;  from  disin- 


vestment - along  with  some 
juggling  of  figures. 

Next  year's  deficit  Is  calcu- 
lated on  the  basis  of  a new 
series  of  GDP  figures,  which 
have  on  average  raised 
national  Income  figures  by  9 
per  cent,  thus  trimming  all 
ratios  to  GDP.  Mr  Sinha 's 
deficit  forecast  also  rests  on 
removing  “small  savings" 
from  the  calculation  - 
savings  receipts  which  are 
lent  to  the  states  and  form 
part  of  the  government's 
consolidated  spending.  Com- 
mentators said  that,  on  a 
like-for-like  basis,  including 
“small  savings"  and  using 
the  old  series  GDP  figures, 
the  deficit  target  next  year 
would  amount  to  5.8  per  cent 
of  GDP,  higher  than  this 
year’s  missed  target 

The  finance  minister 
promised  to  address  high 
government  spending  by 
starting  to  “downsize"  the 
bureaucracy  and  appointing 
an  expenditure  reforms  com- 
mission. But  the  only  con- 
crete step  was  the  abolition 
of  four  senior  bureaucratic 
posts,  prompting  scepticism 
over  the  government's  likely 
ability  to  contain  spending. 
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Sinha;  budget  largely  devoid  of  nationalist  measures 


Minister’s  measures  likely  to  buoy  markets 


By  Krishna  Guha  in  Bombay 

India’s  stock  markets  open 
today  for  the  first  full  ses- 
sion of  post-budget  trading. 
They  are  likely  to  be  in  a 
buoyant  mood  following  a 5 
per  cent  rise  in  tbe  BSE-30 
index  to  3,399  after  the 
speech  of  Yashwant  Sinha, 
the  finance  minister,  on  Sat- 
urday. 

Local  investors  were 
pleased  with  a package  of 
measures  to  boost  India's 
capital  markets  and  rescue 
the  country’s  biggest  mutual 
fund,  the  crisis-hit  US-64 
scheme.  The  government 
will  buy  back  privatisation 
shares  with  a market  value 
of  about  Rs28bn  f$660mj 
from  US-64  at  their  book 
value  of  Rs  48bn. 

The  bail-out  will  be  routed 
through  a new  fund  financed 


by  a special  issue  of  govern- 
ment bonds.  It  will  help 
bridge  tbe  gap  between  US- 
64 ’s  assets  and  liabilities, 
which  touched  Slbn  last 
year,  and  enable  the  guaran- 
teed return  fund  to  move 
over  to  a system  of  market- 
based  pricing. 

Mr  Sinha  also  announced 
plans  to  cut  long-term  capi- 
tal gains  tax  from  20  per 
cent  to  10  per  cent,  and 
make  dividends  from  equity 
mutual  funds  tax-free. 

“I  believe  the  mutual  fund 
industry  is  poised  for  very 
rapid  growth.”  said  P.S.  Sub- 
ramanyam.  chairman  of 
state-owned  Unit  Trust  of 
India,  which  manages  the 
DS-64  fund. 

The  market  was  further 
heartened  by  moves  to  facili- 
tate corporate  restructuring. 
Mergers  and  acquisitions 


will  be  exempt  from  capital 
gains  tax,  while  Mr  Sinha 
promised  a review  of  compe- 
tition policy. 

Industry,  however,  was 
less  elated.  Companies 
already  under  pressure  from 
sluggish  growth  and  low 
commodity  prices  will  be  hit 
by  a 10  per  cent  surcharge 
on  direct  taxes.  Personal  tax 
rates  for  affluent  middle 
class  consumers  and  cus- 
toms duties  will  also  rise. 
“Clearly  there  is  an  implica- 
tion for  growth  in  profits 
and  profitability,”  said  Rob- 
ert Gibson,  managing  direc- 
tor of  Jardine  Fleming  India. 

Corporate  tax  rises  will  be 
partly  alleviated  by  the  deci- 
sion to  restore  100  per  cent 
Modvat  credit,  which 
enables  companies  to  offset 
fully  taxes  on  inputs  against 
taxes  on  finished  goods. 


Analysts  welcomed  a 
change  in  tone  from  Mr  Sin- 
ha's  first  budget  last  year. 
This  time  he  focused  on  the 
need  to  promote  India's  sun- 
rise industries  - software, 
pharmaceuticals  and  media 
- rather  than  bail  out  heavy 
industries. 

Last  year's  ill-fated 
attempt  to  kick-start  the 
economy  through  higher 
government  expenditure  on 
infrastructure  gave  way  to  a 
more  sober  effort  to  curtail 
the  fiscal  defid t.  Mr  Sinha 
attempted  to  simplify  the 
indirect  tax  regime. 

"It  is  a lobby-proof  bud- 
get," said  R.  Ravimohan. 
managing  director  of  Crisll, 
tbe  credit  rating  agency* 
Indian  banks,  which  face  a 
wave  of  bad  debts,  receive 
new  tax  concessions  to 
encourage  them  to  write  off 


□on-performing  assets.  Bank- 
ers will  be  able  to  offiset  such 
provisions  against  tax.  sub- 
ject to  an  annual  limit 

Housing  lenders  such  as 
Housing  Development 
Finance  Corporation  will 
profit  from  an  increase  in 
tax  breaks  for  home  loans, 
and  moves  to  tighten  foreclo- 
sure laws. 

India's  pharmaceutical 
industry  could  be  helped  by 
plans  to  review  the  country's 
restrictive  pricing  regime  for 
drugs,  and  moves  to  support 
Indigenous  research  and 
development. 

Mr  Sinha  is  encouraging 
foreign  investment  in  phar- 
maceuticals by  permitting  74 
per  cent  foreign  ownership. 

India's  booming  software 
sector  will  be  allowed  to 
import  hardware  free  of  cus- 
toms duty.  There  are  new 


benefits  for  export-oriented 
media  companies. 

The  tobacco  industry  and 
the  fast-moving  consumer 
goods  sector  also  gain  from 
lower-than-expected  rises  in 
duties.  The  tax  on  packaged 
tea  is  to  be  abolished. 

“The  main  news  in  the 
budget  is  what  did  not  hap- 
pen." said  Sangeev  Mohta, 
director  or  HSBC  Securities. 
“Successful  industries  were 
not  punished  with  tax  rises, 
there  were  no  tax  breaks  for 
petrochemicals  producers, 
and  no  moves  to  speed  up 
liberalisation  of  the  petro- 
leum sector." 

The  vehicle  manufacturing 
industry,  already  hit  by  the 
recession,  suffered  a fresh 
blow  with  the  announce- 
ment of  a new  levy  on  diesel, 
the  country's  most  popular 
fuel. 


Former  police  chief 
admits  he  beat  Anwar 

Malaysia's  former  police  chief  has  admitted  beating  Anwar 
Ibrahim,  the  sacked  deputy  prime  minister.  The  admission 
by  Abdul  Rahim  Noor.rfnade  through  his  lawyer,  will 
embarrass  Malaysians,  though  rxrt  nec^sari^suro^e 
them.  Mr  Abdul  Rahim  resigned  when  toe 
admitted,  after  an  extended  inquiry,  that  pofice  were 
responsible  for  bruises  and  injuries  suffered  by  MrAnwar 
during  his  detention.  But  no  single  officer  was  named. 
Mahathir  Mohamad,  toe  prime  minister,  who  wm  also 
home  minister  at  toe  time  and  in  charge  of  toe  potee, ini- 
tially suggested  toe  injuries  could  have  been  self-inflirted. 

Teh  Poh  Teik,  Mr  Abdul  Rahim's  lawyer,  said  that  his  ch- 
ert toW  him  to  admit  to  toe  assault  and  that  he  had  acted 

under  grave  provocation".  Mr  Anwar's  treatment  has  put 
toe  spotlight  on  Malaysia  and  provoked  a backlash  against 
toe  administration  of  Dr  Mahathir.  Social  activists  said 
Malaysians  would  be  watching  closely  to  see  how  Mr 
Abdul  Rahim  is  punished.  Sheila  McNulty,  Kuala  Lumpur 

PHILIPPINE  IMPASSE  _ 

Rebel  talks  plan  founders 

Pfans  for  talks  between  Joseph  Estrada,  toe  Philippine 
president,  and  an  Islamic  rebel  group  broke  down  over  toe 
weekend.  Mr  Estrada  had  flown  to  the  southern  island  of 
Mindanao  for  talks  with  leaders  of  toe  More  Islamic  Libera- 
tion Front  (M1LF)  which  has  been  fighting  for  the  creation 
of  an  independent  Islamic  state  for  nearly  20  years. 

Army  officials  said  plans  for  talks  foundered  because  of 
disputes  over  the  location  for  the  meeting  and  toe  number 
of  troops  allowed  to  accompany  the  MILF  leaders. 

At  an  army  base  in  toe  southern  town  of  Cut  abate,  Mr 
Estrada  said  any  future  talks  would  have  to  be  conducted 
on  government  terms  and  would  not  include  discussion  of 
an  independent  state.  Tony  Tassefl,  Cutabato,  Mindanao 


THAILAND  ECONOMY 

Trade  surplus  narrows 

Thailand’s  trade  surplus  narrowed  in  January,  a sign  that 
exports  - a key  component  of  the  country's  economy  - 
may  revive  in  the  coming  months.  The  trade  surplus  in 
January  was  $3 16m  compared  with  a surplus  in  December 
of  $1 .23bn.  Exports  fell  4.8  per  cert  year-on-year  com- 
pared with  an  8.5  per  cent  decline  a month  earlier.  Imports 
were  also  down  4.8  per  cert  year-on-year  compared  with 
a decline  of  15.8  per  cent  in  toe  previous  month. 

Economists  say  the  bottoming-out  of  the  crucial  Import 
figure  - this  is  the  first  single-digit  decline  in  more  than  a 
year  - portends  wen  for  exports  later  this  year  as  Thai- 
land’s exportable  goods  traditionally  have  a high  import 
content.  The  central  bank  forecasts  4 per  cent  growth  in 
exports  tots  year.  Imports  must  pick  up  and  the  trade  defi- 
cit must  narrow  for  that  target  to  be  reached. 

Other  figures  released  yesterday  showed  private  invest- 
ment, which  in  toe  past  has  accounted  for  about  30  per 
cent  of  gross  domestic  product,  continues  to  collapse,  fall- 
ing 23.6  per  cent  in  December  compared  with  a 23.5  per 
cent  decline  in  November.  Commercial  bank  credit  fell  13 
per  cent  year-on-year  in  January  compared  with  a decline 
of  9.6  per  oert  in  December.  Ted  Bardacke,  Bangkok 


READING 

The  newspaper  industry  is  committed  to  recycling.  In  1997 waste  paper 
accounted  for  over  40%  of  the  fibre  used  to  make  UK  newspapers. 

BETWEEN 

Recycling  makes  optimum  use  of  papermaking  fibres,  but  new  fibres 
will  always  be  needed  to  replace  those  worn  out  and  papers  which 
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BRITAIN 


Opposition  grows  to  government’s  stance  on  euro 


By  Andrew  Parker,  nnrt,f 

Correspondent  herw3o5^terday  announced  fay  the  public  and  private 

_ ofacadem^Sa  C°mml"ee  sectors  for  the  euro.  The 

The  government  will  today  who  e5nonusts  Prtme  minister's  official 

^ provide  the  first  substantive  ble  P0SSl'  spokesman  said  it  was  inevi- 

^nce  “f  its  decision  to  sterling  retaining  table  pro  and  anti  groups 

speed  up  preparation  for  UK  Howl™-  ct«r.h  B would  form  around  the  euro, 
membership  of  the  European  trSe  aIh  fnl  ByerSl  far  as  the  government  is 

smgle  currency,  as  opposi-  win  secretary-  concerned,  we  have  got  the 

tion  to  the  euro  intensifies  offensive  to  “U'?iro  right  P®1"*  ^ con- 

f-ord  Owen,  the  former  navment«bf  outUmne  how  tUlue  to  promote  It,"  he 

T-ahrair  . Payments  from  a eoverrt-  »ferr<na 


by  the  public  and  private 
sectors  for  the  euro.  The 


Lord  Owen,  the  former 
Labour  foreign  secretary,  is 
this  morning  launching  New 
Europe,  a heavyweight  anti- 
cjtro  grouping  that  claims 
Britain  will  be  better  off 
outside  the  single  currency". 

William  Hague,  leader  of 
toe  opposition  Conservative 


t^ymenis  trom  a govern- 
ment fund  to  nurture  busi- 
nesses can  be  made  in  euros. 

The  announcement  is  the 
first  manifestation  of  prime 
minister  Tony  Blair’s  sym- 
bolically important  state- 
ment last  week  about  chang- 
ing up  a gear  in  preparation 


KPMG  backs 
accounting 
standards  plan 


By  Jim  Kelly, 

KPMG,  the  Big  Five  audit 
firm,  has  called  on  the  UK  to 
back  Brussels'  plan  to 
impose  international 
accounting  standards  on  all 
listed  companies  within  the 
European  Union  as  a neces- 
sary first  step  towards  global 
harmonisation. 

“We  are  looking  for  global 
harmonisation  and  people 
must  realise  compromises 
will  be  inevitable,”  said 
Michael  Hughes,  a senior 
accounting  partner  at 
KPMG,  which  has  champi- 
oned the  cause  of  UK  entry 
into  the  euro-zone. 

"We  believe  that  the  Inter- 
national Accounting  Stan- 
dards Committee  is  the 
appropriate  platform  - the 
UK  cannot  bury  its  bead  in 
the  sand,"  said  Mr  Hughes. 
He  said  the  firm  backed  EU 
harmonisation  if  it  led  to  a 
global  code.  “If  EU  harmoni- 
sation brings  the  US  to  the 
table  then  it  will  be  a price 
worth  paying." 

The  firm's  public  backing 
for  the  1ASC  will  be  seen  as 
one  of  the  opening  shots  in 
wbat  could  be  a heated 
debate  in  the  UK  about 
which  standards  should  be 
used  and  which  body  should 
set  them. 


It  is  also  a striking  exam- 
ple of  the  Big  Five  firms 
staking  out  surprising  posi- 
tions on  policy  matters  in  an 
attempt  to  differentiate 
themselves  and  build  a 
recognisable  brand  image. 

The  European  Commission 
has  advised  EU  finance  min, 
isters  that  its . preferred 
option  is  for  all  listed  compa- 
nies to  follow  IASs.  This 
would  amount  to  a revolu- 
tion in  financial  reporting  in 
some  countries  - such  as 
Germany. 

In  the  UK  the  move  would 
threaten  the  power  of  the 
UK  Accounting  Standards 
Board  led  by  Sir  David  Twee- 
die.  KPMG  suggests  UK  com- 
panies would  report  under 
IASs  but  include  a separate 
note  of  results  compiled 
using  UK  rules. 

Last  week,  the  govern- 
ment’s long-term  review  of 
company  law  began  with  a , 
consultation  document  that 
asked  for  views  on  the 
issue. 

But  the  Company  Law 
Review  Steering  Group 
warned  any  move  towards 
IASs  might  undermine  the 
ASB’s  global  leadership 
role,  lead  to  a gap  between 
listed  companies  and  the 
rest  of  business,  mid  rein- 
troduce abuses  into  UK 
reportmg- 


tinue  to  promote  it,"  he 
added,  referring  to  the  “pre- 
pare and  decide"  strategy. 

The  Department  of  Trade 
and  Industry’s  planned 
enterprise  fund  will  distrib- 
ute £150m  over  three  years 
to  growing  businesses.  "This 
is  part  ,of  moving  up  a gear." 
Mr  Byers  will  tell  Europe  21, 


a pro-euro  business  group, 
today. 

“I  am  looking  into  offering 
euro  support  under  the 
enterprise  fund.  In  fact,  my 
general  policy  will  be  to 
offer  a euro  facility  to 
enhance  a scheme's  effec- 
tiveness where  there  is  suffi- 
cient demand,"  be  will  say. 
pointing  out  bow  grants  for 
inward  investments  can 
already  be  paid  in  euros. 

New  Europe’s  advisory 
council  includes  Lord 
Healey,  former  Labour  chan- 
cellor of  the  Exchequer,  and 
Lord  Prior,  former  Conserva- 
tive employment  minister. 


Lord  Owen  said  he  would 
be  prepared  share  a platform 
with  Conservative  Euroscep- 
tics in  the  planned  referen- 
dum on  the  single  currency. 
“What  I worry  about  is  the 
sort  of  fashionable  view 
emerging  that  somehow  you 
must  join  the  euro,"  he 
said. 

Lord  Healey  said  he 
believed  the  euro-zone  would 
collapse  before  Mr  Blau- 
called  the  referendum  expec- 
ted shortly  after  the  next 
general  election. 

While  not  insisting  that 
the  UK  should  never  join  the 
euro,  New  Europe  says  in  its 


mission  statement:  “There 
are  political  dangers  of  insta- 
bility and  even  insurrection 
from  having  a currency 
strait-jacket  imposed  across 
the  diverse  15  nations  within 
the  present  EU.  even  more 
so  for  an  enlarged 
EU . . . Viewed  over  the  pen 
spective  of  30  or  more  years, 
single  currency  zones  have 
either  broken  up  in  the  past 
or  chosen  to  coalesce  into 
one  larger  nation.” 

The  battle  will  be  joined 
with  the  pro-euro  lobby  next 
month  when  the  European 
Movement  outlines  a num- 
ber of  senior  businesspeople. 


politicians  and  trade  union- 
ists to  argue  for  UK  member- 
ship of  the  single  currency. 
Kenneth  Clarke,  a former 
Conservative  chancellor,  and 
Lord  Marshall,  chairman  Of 
British  Airways,  may  have 
prominent  roles. 

Meanwhile,  Mr  Hague  was 
hit  by  fresh  difficulties  over 
his  hardline  stance  against 
the  euro.  Two  former  Con- 
servative MEPs  said  they 
will  run  a list  of  pro-euro 
candidates  in  June's  Euro- 
pean parliament  elections, 
which  could  damage  the 
Conservative  party’s 
chances  in  the  poll. 


UK  learns  from  others  on  reform  of  care  for  the  elderly 


Commission  to  urge 
care  outside  of 
hospital  be  funded 
by  the  taxpayer,  says 

Nichofas  Timmins 

In  common  with  many 
other  countries,  the  UK  is 
seeking  to  reform  the  way 
the  elderly  are  cared  for  in  a 
society  with  an  increasingly 
“greying”  population. 

A royal  commission  exam- 
ining the  future  of  care  for 
the  elderly  in  Britain  looked 
at  systems  in  several  other 
countries  before  making  its 
recommendations  for  the 
UK.  to  be  published  today. 

It  will  propose  that,  in  the 
UK,  nursing  and  personal 
care  for  those  outside  hospi- 
tal should  become  free  and 
be  funded  through  the  tax 
system. 

If  the  proposals  are 
adopted,  social  care  - home- 
delivered  meals,  cleaning 
and  similar  services,  along 
with  the  “hotel”  costs  of 
accommodation  in  residen- 
tial and  nursing  homes  - 
would  remain  means-tested. 

The  commission’s  recom- 
mendations are  expected  to 
add  more  than  £5 bn  (S8bn)  to 
public  spending  in  real 
terms  over  the  next  half  cen- 
tury. But  they  would  reduce 
the  chances  of  people  losing 
their  homes  to  pay  for  care 
in  their  old  age. 

But  a minority  report  by 
two  of  the  12  commissioners 
is  expected  to  argue  that 
such  a policy  would  chiefly 


benefit  the  better  off  and 
might  not  be  sustainable. 

This  view  has  impressed 
the  government,  which  is 
likely  today  to  give  the 
majority  report  only  the 
most  cautious  welcome. 

The  commission  looked  at 
how  Australia.  Denmark. 
Germany.  New  Zealand,  and 
the  US  care  for  their  old 
people.  The  US  has  most 
experience  in  attempting  to 
use  private  insurance  to 
meet  the  needs  of  the 
elderly,  both  for  care  in  their 
own  homes  and  in  residen- 
tial and  nursing  homes. 

However,  only  a minority 
of  elderly  people  can  afford 
good  long-term  care  insur- 
ance. There  are  problems  of 
moral  hazard  - where  people 
insure  when  they  believe 
they  are  very  likely  to  claim 
- and  of  adverse  selection  - 
where  companies  attempt  to 


screen  out  those  most  likely 
to 

There  is  also  a high  lapse 
rate.  Not  counting  those  who 
die  before  needing  long-term 
care,  about  half  of  those  tak- 
ing out  a policy  let  it  lapse 
within  five  years  and  75  per 
cent  within  15  years. 

Attempts  to  use  private 
insurance  in  partnership 
with  the  state,  by  using 
Medicaid  to  cover  longer  and 
more  expensive  spells  of 
care,  have  also  encountered 
problems. 

The  UK's  commission 
agrees  with  a recent  judg- 
ment that  these  partnership 
schemes  have  "failed  the 
market  test”  with  only  30.000 
policies  sold  in  four  states 
with  a combined  elderly  pop- 
ulation of  7.2m.  For  the 
industry,  long-term  care 
insurance  is  "probably  the 
riskiest  product  insurers  can 


sell".  It  therefore  concludes 
that  for  future  options  “it 
seems  prudent  to  conclude 
that  public  sources  will  con- 
tinue to  bear  the  larger  por- 
tion of  the  risk  of  long-term 
care". 

Germany  has  recently 
built  up  a new  social  insur- 
ance system,  based  on  an 
extra  1.7  per  cent  payroll  tax 
that  would  rise  to  2.4  per 
cent  by  about  2040.  Clients 
can  take  services  direct,  via 
a voucher,  or  a lower  cash 
equivalent 

Early  indications  are  that 
most  people  have  opted  for 
cash  so  that,  initially,  the 
service  has  proved  less 
expensive  than  expected. 

Japan  and  Luxembourg 
are  considering  social  insur- 
ance models.  But  none  of  the 
countries  with  a tax-fUnded 
national  health  service  such 
as  Australia,  New  Zealand 


and  Denmark,  have  chosen 
the  social  insurance  route, 
preferring  instead  to  intro- 
duce charges  for  the  social, 
as  opposed  to  nursing  or 
medical,  elements  of  care. 

Only  one  country.  Den- 
mark. provides  free  home 
help  services  as  of  right  to 
all  those  assessed  as  needing 
it,  with  about  a fifth  of  the 
elderly  receiving  the  service. 

The  countries  analysed 
have  very  different  systems 
and  levels  of  cost.  But  there 
appears  little  connection 
between  the  generosity  of  a 
system  and  how  far  govern- 
ments and  electors  feel  it  is 
sustainable.  The  most  popu- 
lar system  - Denmark's  - 
was  also  the  one  requiring 
the  highest  taxes. 

New  Zealand,  the  commis- 
sion notes,  has  a highly 
means-tested  system  that 
risks  “pauperisation"  since 
any  assets  above  £2jD00  can 
be  claimed  before  care  is 
delivered  entirely  free. 

Carers  «»n  be  particularly 
hard  hit  as  they  may  provide 
timp  caring  at  borne,  with 
little  support,  and  then, 
when  they  cannot  continue, 
see  assets  that  their  spouse 
or  parent  wished  to  pass  on 
used  up. 

“In  effect,  they  pay  twice: 
once  by  giving  free  care  and 
then  again  by  loss  of  inheri- 
tance.  Families  lucky 
enough  to  avoid  the  need  for 
care  gain  twice.  Some  balan- 
cing of  the  risk  and  the  cost 
through  public  programmes 
seems  only  equitable,"  the 
commission  concludes. 


Proton  to 
join  trend 
for  direct 
retailing 
of  cars 


By  Haig  Sknonlan, 

Motor  Industry  Correspondent 


Britain's  reputation  as  the 
testing  ground  for  innova- 
tive car  retailing  will  be 
reinforced  as  Proton  joins 
the  growing  band  of  manu- 
facturers selling  directly  to 
customers. 

The  embattled  Malaysian 

carmaker  plans  to  sell 
vehicles  directly  to  custom- 
ers in  the  south  Midlands, 
according  to  the  latest  issue 
of  Motor  Trader,  the  special- 
ist trade  publication. 

Tbe  scheme  covers  large 
towns,  including  Leicester. 
Rugby  and  Warwick,  where 
Proton  has  no  dealers.  It  fol- 
lows similar  experiments  by 
Daewoo  of  South  Korea  and 
Daihatsu,  the  Japanese  mini- 
car  specialist. 

Such  innovations  by  small 
or  unfamiliar  brands  come 
against  a background  of  big- 
ger changes  sweeping  more 
established  marques. 

This  year.  Ford  Motor 
joined  forces  with  the 
Jardine  group  to  bid  for  one 
of  its  biggest  franchised  UK 
dealers  as  part  of  a wider 
trend  among  carmakers  to 
cut  retailing  and  distribution 
costs. 

Proton  hopes  direct  selling 
will  boost  UK  sales  sharply. 
The  company  sold  almost 

15.000  vehicles  in  Britain  in 
1992.  However,  registrations 
fell  to  about  half  that  last 
year  as  new  management 
withdrew  from  low  margin 
sales  to  daily  rental  compa- 
nies. 

Pressure  on  Proton  to 
boost  sales  in  the  UK  - its 
biggest  export  market  * has 
grown  because  of  collapsing 
demand  in  Malaysia.  Domes- 
tic sales  fell  55  per  cent  to 

87.000  units  last  year  from 
almost  197,000  in  1997 
because  of  economic  turmoil 
at  home. 

Instead  of  franchising 
independent  dealers,  Proton 
will  use  sales  staff  from  a 
company-owned  Coventry 
dealership  to  offer  a doorstep 
service  to  prospective  buyers 
in  neighbouring  areas. 
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PROFILE  FRANCOIS  ROUSSELY  _ _ ^ _____  __ 

Under  the  spotlight 

The  former  civil  servant  is  confident  he  can  manage  change  at  France’s  dedness.  -if  the  boss  of  Enron 


state-owned  electricity  group,  write  David  Owen  and  Robert  Graham 


You  have  probably  heard 
about  Texception  Fran- 
?aise".  But  had  you 
thought  of  managing  it?  This,  it 
could  be  argued,  Is  what  Francois 
Roussely,  chairman  of  Electricity 
de  France  (EdF),  spends  most  of 
bis  professional  life  doing. 

In  an  increasingly  homogen- 
ised business  world,  there  are 
few  areas  where  France's  often 
cussed  insistence  on  going  its 
own  way  is  more  apparent  than 
in  the  sphere  of  electricity. 

While  others  have  shied  away 
from  or  slowed  down  develop- 
ment of  nuclear  power,  France, 
without  adequate  reserves  of  fos- 
sil fliels,  has  single-znindedly 
developed  a network  of  58 
nuclear  plants  that  accounts  for 
about  three  quarters  of  the  coun- 
try’s electricity  production.  While 
others  have  broken  their  electric- 
ity industries  up,  France  retains 
- In  EdF  - an  integrated  and 
monolithic  state-owned  supplier. 

This  French  exception  has  not 
escaped  the  European  Union's 
directive  obliging  member  states 
to  begin  opening  their  electricity 
markets,  which  took  effect  on 
February  19.  But  France  intends 
to  limit  liberalisation  to  the  mini- 
mum threshold  fixed  by  the 
directive  (about  26  per  cent  of  the 
market  for  1999).  and  the  bill 


Facts  of  life:  bom  the  Dordogne, 
January  9 1945  - a year  before 
nationalisation  of  the  electricity 
industry.  Attended  elite  Ecole 
Nationale  d' Administration  1976 
to  1976.  Moved  through 
succession  of  senior  government 
administration  and  public  sector 
posts  culminating  in  appointment 
as  EdF  chairman  last  July.  He 
summarises  his  career  thus:  "I 
think  what  I have  done  - six 
years  of  defence  restructuring, 
two  years  of  defence  industry 
restructuring,  prior  to  that  trying 
to  modernise  the  police,  or  prior 
to  that  trying  to  modernise  the 
local  communities  - all  that  is 
the  same  idea  That's  how  to 
modernise  very  broad  state 
structures-  36,000  communes, 


transposing  the  instrument  into 
French  law  only  recently  started 
what  may  be  a rather  tortuous 
journey  through  parliament. 

A glance  through  Mr  Rousse- 
ly's  CV  seems  to  provide  further 
evidence  of  France's  determina- 
tion to  brook  as  few  changes  as 
possible  in  what  is  regarded  as  a 
highly  strategic  industry.  A 
career  civil  servant,  with  spells 

‘I  felt  the  challenge 
for  the  company  was 
a managerial  one . . . 
rightly  or  Wrongly,  I 
fett  I could  do  that’ 


at  SNCF,  the  state-owned  rail 
company,  as  well  as  the  national 
police  and  the  interior  and 
defence  ministries,  he  hardly 
seems  the  type  to  send  Europe's 
biggest  power  supplier  into  a 
brave  new  liberalised  world  bris- 
tling with  aggression. 

When  France  Telecom  was  in  a 
similar  position,  the  then  centre- 
right  government  chose,.  In 
Michel  Bon.  a chairman  whose 
career  Included  a spell  with 


100,000  police  officers  ...  or 

100,000  EdF  agents.  I'm  not 
saying  it's  the  same  thing,  but 
there  are  many  common 
elements.  In  essence,  what  I 
have  tried  to  do- is  make  big 
public  structures  move  and  make 
them  in  some  way  more  open.” 
Most  difficult  professional 
decision:  leaving  SNCF  after  six 
months  to  return  to  defence 
ministry  in  wake  of  left's  general 
election  victory  in  June  1997.  "I 
had  a great  time  [at  SNCF] 
because  practically  every  week 
I'd  spend  two  days  in  the  field 
surrounded  by  rail  employees 
explaining  what  modernisation 
and  the  opening  up  of  Europe 
were.  I like  [spending  time  in  the 
field]  a lot" 


Carrefour.  the  hypermarket  oper- 
ator. Nor  would  proponents  of 
rapid  and  sweeping  change  be 
reassured  by  the  emphasis  Mr 
Roussely.  a Socialist,  repeatedly 
lays  on  the  company's  traditional 
public  service  ethic. 

But  after  eight  mouths  in  the 
job.  the  EdF  chairman.  54,  has 
shown  a willingness  to  break  the 
mould.  He  has  reorganised  the 
company  and  broken  It  into  two 
poles,  introducing  the  idea  of  a 
customer  division.  He  has 
brought  in  an  outsider  - Lolc 
Cap 6 ran,  formerly  of  Fiat  and 
Renault  - to  head  this  new  client 
pole.  “He  was  world  commercial 
and  marketing  director  for  a 
product  in  one  of  the  most  com- 
petitive sectors  in  the  world  - 
the  car  industry.1*  he  -says, 
explaining  the  appointment  Mr 
Cap&an’s  role  will  be  almost  as 
important  as  Mr  Roussely1  a own 
in  determining  whether  or  hot 
EdF  makes  a success  of  the  new 
market  environment 

Asked  whether  he  himself  has 
the  right  experience  to  manage  a 
company  in  the  competitive  sec- 
tor, Mr  Roussely  - who  earned 
much  respect  for  his  role  in  help- 
ing to  restructure  the  French 
defence  industry  in  the  first  year 
of  the  Jospin  government  - 
responds  with  typical  level-hea- 


Dramatfcaily  timed  exit:  defence 
executives  tell  how  plan  to  merge 
Aerospatiale  with  Lagard&re's 
defence  Interests  was  hatched 
over  lunch  on  June  28.  Roussely 
said  to  have  been  informed  the 
following  day.  Two  days  later 
was  named  EdF  chairman. 
Obscure  reading  matter  The 
history  of  electricity  deregulation 
in  Sweden.  *11)6  big  paper 
plants,  at  a given  moment,  left 
their  historical  producer,  even 
though  it  was  cheaper,  simply  to 
demonstrate  first  that  they  were 
not  permanently  tied,  and  second 
to  by  out  a relationship  with 
another  electricity  producer.  They 
did  it  for  three  years  and  then 
came  back  saying  it  wasn't  ail 
that  good  after  all.” 


had  become  head  of  EdF,  he 
would  certainly  have  a.  lot  more 
qualities  than  me  for  doing  a cer- 
tain number  of  things.  And  per- 
haps he  would  have  been  less 
wen  adapted  to  French  social  and 
political  realities. 

“I  felt  the  challenge  for  the 
company  was  a managerial  one,  a 
challenge  of  organisation,  of 
remobilising  the  staff  and  also  of 
creating  a calmer  social 
Rightly  or  wrongly,  I felt  I could 
do  that.” 

It  is  also  apparent  that  Mr 
Roussely  feels  an  affinity  with 
EdF  by  virtue  of  the  feet  that  his 
father  worked  for  the  company. 
When  the  chance  came  for  him  to 
become  chairman  after  the  depar- 
ture of  Edmond  Alphandfiry,  fol- 
lowing a protracted  and  damag- 
ing period  of  management 
in-fighting,  this  personal  tie  must 
have  made  it  difficult  for  him  to 
even  consider  refusing.  It  also 
helps  to  confer  on  him  a legiti- 
macy that  might  otherwise  have 
taken  time  to  build  up  in  an 
organisation  that  has  tradition- 
ally viewed  outside  management 
with  suspicion. 

He  is  clearly  proud  of  having 
secured  trade  union  agreement 
for  a deal  Implementing  a 35-hour, 
work  week,  not  just  for  its  own 
sake  - and  because  it  Will  pave 
the  way  for  the  departure  of 

15.000  staff  and  the  recruitment 
of  18,000  young  people  - but  for 
the  unifying  effect  he  expects  it 
to  have.  “If  there  had  been  no 
negotiations  on  working  time,  I 
would  have  found  another  pre- 
text for  concluding  a deal  with 
the  five  trade  union  organisa- 
tions,’* he  says.  “Why?  Because 
you  cannot  engage  a company  of 

100.000  people  in  changes  of  this 
scale  without  a minimum  of 
social  agreement." 

True  to  his  origins  in  the  rugby 
heartlands  of  south-western 
France,  he  uses  a rugby  analogy 
- based  on  the  Haka  chanted  by 
the  New  Zealand  All  Blacks 
before  the  start  of  international 
matches  - to  elucidate  further. 
“It  is  the  cry  with  which  they  say 
they  are  going  to  beat  their 
adversary.  A social  agreement  in 
a company  of  this  size  is  a way  of 
saying ...  we  have  enough  confi- 
dence in  ourselves  to  go  out  and 
face  the  future.  It  is  an  act  of 


Essential  Guide  to  Frangois  Roussely 


collective  faith  in  our  company." 

He  is  not  afraid  of  competition 
and  thinks  much  will  have  to 
change  at  EdF  if  it  Is  to  respond 
satisfactorily  to  even  the  limited 
competition  it  now  faces.  "We 
used  to  be  an  industrial  company 
that  produced  electricity,"  he 
says.  “Today,  that  is  not  enough: 
you  have  to  sell  it” 

He  advocates  moving  from  the 
simple  supply  of  kilowatt  hours 
to  broader  contracts  covering  a 
range  of  related  services.  In  spite 
of  the  company's  extensive 
nuclear  network,  he  sees  a need 
for  EdF  to  develop  a position  in 
gas.  a fuel  whose  competitive 
position  has  improved  markedly 
in  recent  years. 

'1  have  always  said  we  ought 
to  get  closer  to  Gaz  de  France  so 


as  to  have  a multi-energy 
approach,  like  the  rest  of  the 
world's  electricity  companies. 
That  means  being  capable  of  hav- 
ing both  nuclear-  and  gas-derived, 
electricity  in  the  services  we 
offer.  It  means  that  we  must  at 
least  make  common  offers  with 
Gaz  de  France,  rather  than  com- 
peting with  each  other.  Without 
that  we  would  be  the  only  [large] 
electricity  company  in  the  world 
without  a gas  capability/' 

With  part  of  the  group's  home 
market  for  the  first  time  up  for 
grabs,  export  markets,  particu- 
larly Europe,  have  assumed  even 
greater  importance.  “If  we  want 
to  follow  our  clients,  we  must  be 
European,"  he  says.  “None  of  our 
big  clients  is  purely  national.  All 
are  European,  if  not  global.  That 


implies  we  must  have  a policy  of 
being  present  in  Europe." 

His  reign  will  be  instructive, 
not  least  for  the  light  it  sheds  on 
whether  a graduate  of  France's 
elite  Ecole  Nationale  d’ Adminis- 
tration can  step  into  the  spotlight 
after  30  years  behind  the  scenes 
at  the  heart  of  the  French  state 
and  successfully  manage  an 
industrial  company  in  the 
cut-throat  modern  business 
world.  But  succeed  or  fall,  it  is 
hard  to  imagine  that  his  eventual 
successor  as  chairman  of  this 
unique  national  institution  will 
not  come  from  a more  commer- 
cial background.  Mr  Roussely 
may  be  among  the  last  elite  civil 
servants  to  make  the  once  arche- 
typically  French  career  switch 
into  industrial  management 


LUCY  KELLAWAY 


The  myth  of  the  management  crisis 


Unrealistic  expectations  are  fanning  the  belief  that  there  is  a shortage  of  people  fit  for  top  jobs 


There  is,  we  are  told,  a serious 
shortage  of  people  fit  to  run  the 
world’s  biggest  companies.  The 
CEO  job  market  is  painfully 
tight  According  to  John  Quelch, 
head  of  the  London  Business 
School,  there  are  not  many 
executives  who  are  up  to  the  Job. 
“There  are  so  many  challenges 
out  there  now  which  chief 
executives  have  to  address.-.it  is 
not  easy  finding  the  right 
people,"  be  told  Management 
Today. 

I do  not  believe  in  this  CEO 
crisis.  Consider  supply  and 
demand.  The  number  of  top  jobs 
is  shrinking,  as  every 
mega-merger  reduces  the  number 
of  positions  available.  At  the 
same  time  the  pool  of  talent  is 
surely  getting  larger.  Think  of  all 
the  people  scrambling  up  the 
ladder  in  all  those  big  companies. 


Think  of  all  the  training,  all  the 
experience,  all  the  striving.  How 
can  there  be  a famine  at  the  top? 

1 blame  the  "shortage"  on  our 
expectations.  Because  we  ask  the 
impossible  from  chief  executives, 
it  is  not  surprising  that  we  can 
find  so  few  people  who  fit  the 
bilL  If  we  expect  the  chief 
executive  to  deliver  a stream  of 
flawless  rising  earnings,  to 
understand  technology,  to  grasp 
every  world  market,  to  be  a 
brilliant  team  player  and 
visionary,  to  be  a great 
communicator  and  motivator, 
then  it  is  not  surprising  that  we 
find  the  pool  of  possible 
candidates  is  small. 

It  Is  in  the  interests  of 
headhunters  to  fan  these 
expectations  and  make  us  believe 
that  there  is  a perfect  person  for 
the  job  somewhere,  and  that  if 


they  comb  hard  enough  they  will 
find  him.  They  have  encouraged 
us  to  believe  that  any 
organisation  with  problems 
needs  an  outsider  to  shake  it  up. 

This  Is  the  pattern:  the 
“perfect"  candidate  is  found  for  a 
Job.  He  is  hyped,  the  company's 
share  price  rises  and  the 
honeymoon  begins.  Then  lie 
company  runs  into  trouble,  as  it 
always  will;  the  knee-jerk 
response  is  to  get  rid  of  the  top 
person  and  the  search  for 
perfection  begins  again. 

In  fact,  in  all  but  the  most 
feebly  run  companies,  the  good 
enough  chief  executive  is  right 
under  their  noses.  As  Professor 
John  Hunt  pointed  out  in  the  FT, 
it  is  hard  to  believe  that  among 
Barclays’  78,000  employees  there 
was  not  someone  good  enough  to 
run  the  place. 


But  the  market  does  not  see 
succession  that  way.  Any 
company  that  dares  to  choose  an 
inside  candidate  can  expect  a 
lukewarm  response.  Look  at 
what  happened  to  Cable  and 
Wireless  when  it  gave  its  top  job 
to  Graham  Wallace.  Safe  but 
unexciting,  was  bow  our  very 
own  Lex  column  dismissed  him. 

But  who  wants  excitement? 
Surely  in  these  risky  corporate 
times  excitement  has  little  to 
recommend  it.  That  someone  is 
safe  and  knows  something  about 
the  company  strikes  me  as  the 
best  recommendation. 


“Dear  Paul”,  began  the  letter  my 
colleague  received  the  other  day. 
“1  understand  that  you  are 
driving  a range  of  operational 


changes  which  we  believe  we  can 
help  you  with." 

As  it  happens,  the  only  thing 
my  colleague  drives  is  a 
Mitsubishi  But  even  if  he  were 
driving  a range  of  operational 
changes  it  is  unlikely  he  would 
have  been  impressed  by  this 
pitch  from  a consultancy  called 
Unipower  Systems.  "We  expect  to 
help  the  senior  team  release  15-20 
per  cent  of  the  current  portfolio 
of  resources,"  the  letter  went  on. 
What  does  that  mean,  I wonder? 
Fire  one-fifth  of  the  staff? 


There  is  an  awful  lot  of  spurious 
“driving”  going  on  in  the  world 
of  management  consultancy. 
Consider  the  title  or  a pamphlet 
sent  out  by  Boston  Consulting 
Group:  “How  Deconstruction 
Drives  De-averaging.”  According 
to  the  covering  letter,  this 
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pamphlet  is  so  important  that 
senior  executives  “will  question 
some  of  their  most  deeply  held 
assumptions  about  their 
business”.  That  is,  if  they  can 
understand  a word  of  it.  “The . . . 
de-averaging  of  competitive 
advantage  can . . . undermine  its 
traditional  sources  of 
advantage,  "-the  pamphlet  says.  I 
am  going  to  have  to  take  that  one 
on  trust. 


At  last:  something  sensible  on 
the  subject  of  knowledge 
management.  Consultants  KPMG 
have  started  warning  clients  of 
the  dangers  of  drowning  in  the 


stuff  What  seems  to  have 
happened  is  that  companies  have 
got  so  excited  about  the  dawning 
of  the  knowledge  age  that  they 
are  boarding  knowledge,  and 
now  have  so  much  they  can 
never  find  the  stuff  that  they 
need. 

According  to  KPMG.  the  main 
task  of  the  chief  knowledge 
officer  (I  still  blanch  at  the  title) 
is  as  much  to  chuck  it  out  as  to 
amass  it.  That  sounds  like  an 
exciting  job  to  me.  There  is 
nothing  more  satisfying  than 
sweeping  the  entire  contents  of 
my  desk  into  the  bin.  Perhaps 
I've  found  my  metier. 

hicy.kellaway&FT.  com 


HAT  BROUGHT  THEM  TOGETHER?  A WORLD  OF  OPPORTUNITIES. 
WHAT  KEEPS  THEM  TOGETHER?  A WORLD  OF  SOLUTIONS. 

On  the  one  hand;  issuers  from  all  points  on  the  planet.  On.  the  other  hand:  individual  and  institutional  investors  looking  for 
opportunities.*  What  brings  them  together?  The  world’s  widest  range  of  solutions  in  global  custody,  depositary  receipts,  securities 
lending,  currency  management  services,  cash  management,  and  execution  services.  * Right  now,  thousands  of.  investment 
managers,  bankers,  brokers,  and  finance  officers  in  public  and  private  organizations  are  using  The  Bank  of  New  York  to  create, 
maintain,  and  enhance  relationships  with  their  investors.  • No  other  bank  offers  more  solutions  than  The  Bank  of  New  York. 
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Madrid's  IE  and  20 
participating  schools 
have  acted  on  their 
own  advice,  says 

Della  Bradshaw 


t Madrid’s  Institute  de 
Empresa  (IE)  prides 
itself  on  developing 
some  of  Spain's  brightest 
entrepreneurs.  No  surprise, 
then,  that  it  has  adopted 
much  of  its  own  innovative 
thinking  in  its  latest  ven- 
ture, the  International 
Entrepreneurship  Centre. 

IE’s  structure  is  character- 
ised by  a handful  of  interdis- 
ciplinary centres  set  up  dur- 
ing the  past  three  years,  in 
areas  such  as  family  busi- 
ness. technology  develop- 
ment for  small  businesses 
and  corporate  governance. 
This  one  Is  special  because 
IE  is  working  with  other 
business  schools  to  develop  a 
site  where  budding  entrepre- 
neurs can  bring  their  ideas 
and  potential  investors  can 
decide  whether  to  fund 
them. 

Although  the  site  will  be 
set  up  in  Madrid,  the  20  par- 
ticipating schools  will  run 
the  centre  on  a cooperative 
basis,  says  Ignacio  de  la 
Vega,  a former  IE  academic 
who  has  been  lured  back  by 
the  school  from  the  private 
sector  to  head  the  centre. 

He  believes  there  is  real 
potential  for  a site  which 
logs  international  projects  - 
he  envisages  students  from 
schools  in  Europe,  the  US 


and  Latin  America  working 
internationally  on  their 
ideas  - which  require  less 
than  $im  of  funding. 

Mr  de  la  Vega  has  already 
contacted  40  international 
business  schools  which  spe- 
cialise in  entrepreneurship 
about  joining  the  project. 
For  the  schools,  membership 
will  be  free,  and  Mr  de  la 
Vega  expects  15  schools  to 
have  signed  up  for  the  cen- 
tre by  the  summer. 

Fees  for  potential  inves- 
tors. who  will  gain  electronic 
access  to  the  site,  will  be  set 
between  $7,000  and  $10,000. 
Mr  de  la  Vega  is  expecting 
venture  capital  companies 
and  business  angels  to  take 
up  the  scheme. 

The  bulk  of  the  finance  for 
the  project  will  come  from  a 
technology  and  a banking 
sponsor.  So  far.  two  compa- 
nies have  agreed  to  be  joint 
technology  sponsors:  IBM 
and  Airtel.  the  Spanish 
mobile  phone  company. 

Mr  de  la  Vega  believes  the 
centre  win  be  a bonus  for 
students  from  tbe  participat- 
ing schools,  where  MBAs  are 
frequently  required  to 
develop  a business  plan.  At 
IE,  for  example,  tbe  business 
plan  forms  part  of  the  core 
course  and  is  introduced 
within  the  first  few  weeks. 

MBAs  at  IE  develop  150 
business  plans  a year  as  a 
result.  Mr  de  la  Vega 
believes  30  or  40  of  those 
would  have  the  international 
content  that  would  make 
them  eligible  for  posting  on 
the  site.  That  number  could 
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be  multiplied  by  the  number 
of  participating  schools. 

Tbe  centre  will  change  the 
kind  of  projects  developed  in 
business  schools,  believes 
Manuel  Bermejo,  director  of 
the  MBA  programme  at  IE 
and  director  of  entrepreneur- 
ship there.  “The  projects  will 
be  closer  to  market  The  cen- 
tre is  a chance  to  open  the 
minds  of  students  and  fac- 
ulty' members.’" 


IE  stands  out  from  many 
larger  business  schools  in 
the  US  or  Europe,  in  that  its 
students  are  particularly 
entrepreneurially  minded. 
About  one  third  of  MBAs  at 
the  school  already  come 
from  family  businesses  and 
in  a recent  survey  55  per 
cent  were  adamant  that  they 
wanted  to  be  their  own 
bosses.  A further  43  per  cent 
of  the  students  said  they 


would  probably  become 
entrepreneurs. 

All  students  at  participat- 
ing schools  will  have  access 
to  the  website  and  will  be 
able  to  work  with  their  peers 
to  develop  the  projects  inter- 
nationally. 

Once  the  centre  is  estab- 
lished, alumni  from  the 
schools  will  also  be  able 
access  the  projects  and  even- 
tually Mr  de  la  Vega  envis- 


ages that  online  courses  in 
entrepreneurship  will  be  run 
on  the  site  with  participants 
talking  to  an  online  tutor  in 
entrepreneurship. 

Mr  de  la  Vega  believes  it 
will  take  only  a year  for  the 
project  to  demonstrate  its 
worth.  “In  one  year,  we’U 
have  the  key  to  its  success: 
we  will  have  enough  good 
projects  available  for  our 
investors.” 


NEWS  FROM  CAMPUS 


Stock  answer 
to  faculty 
appraisals 


BUSINESS  EDUCATION  INTERNET 


L-plates  for 
IT  students 


The  OU  course 
is  a groundbreaker, 
says  Stephen 
McGoofcin 


BThe  Open  University 
this  week  launched 
'its  first  course  to  be 
taught  entirely  via  the  inter- 
net. 

The  university  has  long 
used  computer  networks  and 
bulletin  boards  to  bring 
together  far-flung  students 
across  a range  of  subjects. 

The  new  course.  “You, 
Your  Computer  and  the 
Net",  or  number  7171.  relies 
entirely  on  online  tuition, 
with  no  personal  contact  or 
residential  schools. 

All  2,000  students  who 
have  signed  up  will  be 
taught  by  means  of  a dedi- 
cated web  site.  They  will  use 
support  materials  on 
CD-Roru  as  well  as  specially 
written  OU  booklets. 

Participants  will  have 
e-mail  access  to  an  individ- 
ual tutor  and  will  work  in 
online  teams  for  joint  assign- 
ments. as  is  common  with 
existing  OU  courses  that  rely 
on  “supported  distance 
learning". 

The  course  is  also  ground- 
breaking in  that  it  is  aimed 
at  students  who  have  little 
or  no  technical  knowledge  of 
the  internet  and  in  that 
there  are  no  academic  pre- 


requisites for  taking  it. 

John  Naugbton.  senior  lec- 
turer in  systems  at  tbe  OU. 
says  demand  for  tbe  course 
has  been  overwhelming. 
Staff  were  staggered  by  the 
speed  at  which  the  quota 
had  been  filled. 

Five  hundred  students 
were  admitted  to  the  initial 
test  presentation. 

Naughton.  whose  book  .4 
Brief  History  of  the  Future  - 
Origins  and  Destiny  of  the 
Internet  will  be  published 
this  summer,  believes  the 
course  will  equip  new  stu- 
dents with  the  skills  needed 
for  further  study. 

The  course  will  carry  30 
credit  points,  in  three  10- 
point  modules  running  the 
gamut  of  instruction  from 
basic  PC  operating  princi- 
ples to  publishing  web  pages 
and  organising  online  con- 
ferencing. It  will  lead  to  an 
existing  course  - “Comput- 
ing: an  Object-Orientated 
Approach". 

The  OU  says  the  new 
course  is  aimed  at  those 
“who  feel  apprehensive 
about  the  apparently  inexo- 
rable march  of  the  new  com- 
munications technologies”. 

Which  sounds  like  it  could 
be  pretty  well  all  of  us. 


INTERVIEW  CAROLYN  WOO  OF  THE  UNIVERSITY  OF  NOTRE  DAME 


Something  out  of  the  ordinary 


George  Bickerstaffe  on  ambitious  plans  to  get  the  university’s 
MBA  programme  towards  the  top  of  the  rankings 


St 


Details  at  http:!! 
tl 71. open. ac uk pres  trhiie  the 
OU  inquiry  line  is  01903 
6S3S31 


When  the  College  of 
Business  at  the  Uni- 
versity of  Notre 
| Dame  in  Illinois  in  the  US 
appointed  a new  dean  in  1597 
it  came  up  with  an  unusual 
choice:  Carolyn  Woo,  a spe- 
I cialLst  in  strategy,  entrepre- 
neurship and  technology, 
bom  in  Hong  Kong. 

“I  am  very  different  to  the 
typical  Notre  Dame  profile," 
says  Prof  Woo.  “I  am  not  an 
alumnus;  Tm  not  a man  and 
I'm  not  a Caucasian."  But 
Notre  Dame  needed  some- 
thing out  of  the  ordinary 
(and  in  fact  it  courted  Prof 
Woo  assiduously  during 
most  of  the  1990s). 

Although  the  college's 
undergraduate  and  postgrad- 
uate accounting  programmes 
are  highly  rated,  its  MBA 
programme  languishes  in 
the  lower  reaches  of  busi- 
ness school  rankings.  The 
aim  is  to  get  the  programme 
within  the  top  25  within  five 
years. 

"Notre  Dame’s  MBA  pro- 
gramme is  about  30  years  old 
but  up  to  now  has  not  had  a 
culture  of  strongly  promo- 
ting and  marketing  itself," 
says  Prof  Woo.  "It’s  a sort  of 
a gracious  mentality  that 
education  is  not  for  promo- 
tion. But  the  market  place 
has  changed  in  the  past  10 
years.  Until  about  two  years 
ago  we.  didn’t  have  a formal 
placement  office  for  the 


MBA.  again  stemming  from 
the  notion  that  education  is 
to  prepare  your  mind,  not  to 
prepare  for  a job." 

Prof  Woo  has  adopted  a 
five-point  plan  to  achieve 
her  goal,  starting  with 
improving  the  marketing  of 
the  programme  and,  cru- 
cially. increasing  the  size  of 
tbe  programme  and  tbe  qual- 
ity of  students  admitted. 

The  1996  incoming  class 
has  120  students  in  tbe  main 
two-year  programme  (up 
from  90  in  1997)  and  there 
are  plans  to  expand  it  to  130 
in  two  sections. 

Tbe  college  has  a signifi- 
cant war  chest  in  the  form  of 
fellowships  (scholarships  at 
the  postgraduate  level)  to 
attract  the  brightest  and  the 


Caroline  Woo:  unusual  choice 


best.  Last  year  it  handed  out 
about  Si. 4m  fellowship 
money. 

Currently  about  30  per 
cent  of  MBA  students  are 
international,  mainly  from 
Asia,  Latin  America  and 
Europe.  "We  try  to  keep  it 
about  that  level,  though  we 
could  go  higher  if  we 
wanted."  says  Prof  Woo. 
“But  about  15  per  cent  are 
also  minorities,  so  45  per 
cent  of  our  students  are 
non-US  mainstream."  Prof 
Woo  is  also  boosting  the  cur- 
riculum. particularly  the 
provision  of  new  elective 
courses  in  areas  such  as 
entrepreneurship,  organisa- 
tional consulting,  account- 
ing and  finance. 

“The  third  area,"  says  Prof 
Woo.  “is  placement.  We  are 
building  a new  placement 
centre  to  be  ready  by  this 
summer.  What  we  are  trying 
to  improve  is  the  number  of 
offers  per  student  and  tbe 
salaries  per  students. 

“The  next  is  our 
day-to-day  operations.  We’re 
really  tightening  that  pro- 
cess to  make  sure  we  render 
excellent  services  and  we  do 
it  in  a way  that  is  efficient 
So  there  is  a lot  of  process 
re-engineering  that  has  been 
done." 

Tbe  fifth  area  is  culture, 
like  the  university,  the  col- 
lege has  a strong  sense  of 
the  Catholic  religion  and  a 


commitment  to  the  teaching 
and  practice  of  business  eth- 
ics. Prof  Woo.  herself  a Cath- 
olic. comments:  “One  reason 
I came  to  Notre  Dame  was 
because  I wanted  to  be  part 
of  an  MBA  programme  that 
had  a very  strong  sense  of 
values  and  a strong  sense  of 
stewardship  in  addition  to 
being  very  rigorous. 

"I  am  concerned  that  we 
are  training  young  people 
and  preparing  them  to  suc- 
ceed beyond  their  wildest 
imagining.  It  is  not  unusual 
that  three  years  or  even  one 
year  after  graduation  stu- 
dents start  making  $100,000- 
$150,000,  carrying  wonderful 
titles  and  wonderful  respon- 
sibilities. But  J don't  want  to 
prepare  people  who  are 
casual  and  dismissive  about 
decision  making.  I don’t 
want  them  to  be  arrogant" 

The  teaching  of  ethics  is  a 
tradition  at  Notre  Dame. 
There  are  four  professors 
whose  main  area  of  research 
and  teaching  is  ethics  and 
about  15  others  who  do  sec- 
ondary work  in  this  area. 
“But"  says  Prof  Woo,  “it's 
about  more  than  ethics,  or 
ethics  as  a course.  It’s  more 
a sense  of  who  we  are,  what 
are  our  values,  and  what  are 
the  roots  from  which  we  go 
into  the  world  to  do  -this 
work.  There's  nothing  wrong 
with  an  MBA  or  a business 
career  or  business  success 
but  it's  about  whether  you 
can  handle  the  seductions 
that  come  with  it” 


Staff  appraisal  has  taken  a 
new  twist  at  the  Katz  School 
of  Business  at  the  University 
of  Pittsburgh.  The  dean  of 
the  school,  Frederick  Winter, 
is  giving  "stock  options"  to 
faculty  and  staff  based  on 
the  school's  performance. 

The  dean  will  track  the 
value  of  the  "stock”  based 
on  issues  such  as  Katz's 
place  in  business  school 
rankings,  the  quality  of 
incoming  students  and  the 
starting  salaries  of  new  MBA 
graduates. 

The  “stocks"  issued  can 
be  cashed  in  by  Katz 
employees  and,  while  the 
stock  is  phantom,  the  cash 
is  very  real. 

• To  help  entrepreneurs 
grow  their  businesses,  rather 
than  merging  or  selling 
them,  the  Katz  school  has 
set  up  a centre  offering 
courses  and  mentoring  to 
companies  with  a turnover 
of  between  $23m  (£14m) 
and  &4Gm. 

The  Entrepreneurial 
Fellows  Centre  will  run  a 
10- month  programme  that 
includes  a presentation  by 
Katz  faculty  and  business 
leaders,  participation  in  a 
peer  advisory  group,  access 
to  a private  web  site  and 
mentoring  by  seasoned 
entrepreneurs. 

Katz:  US,  412  648  1500 


Strategy 
the  IT  way 


The  MIT  Sloan  school  of 
management,  and  lese  in 
Barcelona  will  be  holding  a 
one-week  residential  course, 
Strategic  Management  in  the 
Information  Age,  in 
Barcelona  from  May  30. 

Participants  will  I earn  how 
IT  can  be  used  to  make 
more  effective  business 
decisions  in  areas  such  as 
strategic  management  and 
the  redesigning  of  business 
processes. 

The  course  will  use 
interactive  learning  methods, 
including  simulations. 

• MIT  has  also  become  the 
latest  business  school  to 
agree  a student  exchange 
programme  with  lese.  Other 
US  schools  with  which  lese 
has  an  agreement  include 
Kellogg.  Wharton,  Chicago, 
Michigan  and  Columbia. 
lese:  www.iese.es 


New  options  for 
arts  graduates 


Iowa  renames 
business  school 


The  University  of  Iowa  has 
renamed  its  business  school 
the  Henry  B Tippie  College 
of  Business  In  recognition  of 
$30m  donated  by  Mr  Tippie 
over  a number  of  years.  He 
made  his  first  donation  of 
$10m  in  1957. 

Mr  Tippie,  a 1949 
graduate  of  the  University  of 
Iowa  College  of  Commerce 
and  now  72  years  old,  holds 
directorships  with  a large 
number  of  industrial  and 
service  companies. 

University  of  Iowa: 
www. biz.  uiowa.edu 


MA  in  Chinese 


management 


Increasing  opportunities  for 
trade  with  China  has  spurred 
Middlesex  University 
Business  School  In  London 
to  develop  a masters  degree 
in  Chinese  management 
The  new  MA  will  equip 
students  with  an 
understanding  of  China  and 
Chinese  business  practices 
by  the  school's  China 
Management  Centre. 
Middlesex  University 
Bus/ness  School:  UK,  181 
362  5 000 


Lecture  from 
CBI  head 


The  director  of  the  UK's 
CBI,  Adair  Turner,  will  deliver 
the  Association  of  MBA's 
annual  McCormick  lecture  at 
London  Business  School  on 
March  16.  The  lecture. 
Competitiveness,  Growth 
and  Employment.  Europe's 
Prospects  in  a Global 
Economy,  will  cover  issues 
such  as  the  impact  of  the 
euro,  the  problems  of  high 
unemployment  in  Europe 
and  the  impact  of 
globalisation  on  the 
European  economy. 

• The  Association  of  MBAs 
has  again  teamed  up  with 
Hobsons  Publishing  to 
provide  an  MBA  scholarship, 
this  time  for  a student 
beginning  a programme  in 
1999.  The  first  winner  of  the 
scholarship  was  Elaine 
Soanes,  now  studying  at 
Insead  in  Fontainebleau. 
Association  of  MBAs: 
vmw.mba.org.uk 


Harvard  and  LBS 
win  case  test 


Because  respectable 
business  schools  require 
would-be  MBAs  to  have 
management  experience, 
university  students  with  a 
degree  in  the  arts  and 
sciences  have  traditionally 
had  few  options  if  they  then 
want  to  go  straight  on  to 
convert  to  a course  in 
management 

In  the  UK,  Lancaster 
University  has  redressed  the 
problem  with  a masters 
degree  in  management 
which  is  due  to  begin  in 
October  and  will  be  open  to 
new  graduates  from  any 
discipline. 

The  first  intake  of  students 
will  be  limited  to  25  but  the 
class  is  projected  to  grow  to 
50  within  two  years. 
Lancaster,  www.lancs.ac.uk/ 
users/manschool 


Harvard  and  London 
Business  School  were  the 
joint  winners  of  the  lese/ 
Arthur  D.  Little  International 
MBA  Case  Competition,  held 
at  lese  in  Barcelona.  The 
competition  is  the  only  onB 
in  Europe  that  brings 
together  North  American  and 
European  business  schools. 

Other  schools  in  the 
competition  were  Columbia, 
Kellogg  and  Michigan  from 
the  US,  the  Ivey  School  from 
Canada  and  the  Rotterdam 
School  of  Management  from 
the  Netherlands. 

The  subject  of  the  case 
study  was  the  Spanish  bank 
A.B.  Asesores.  The  students 
were  judged  on  three 
criteria:  a memo  to  the 
managing  director,  a 
presentation  to  the  judges 
and  their  responses  to 
questions. 

Harvard  www.hbs.edu 
LBS. ■www. /6s.  ac.  uk 


Information  for  News  from  Campus  should  be  sent  to  Della  Bradshaw, 

The  Financial  Times.  One  Soutfr.vark  Bridge.  London  SEl  9HL. 

Tel.  44  171  873  4673  Fax  44  171  873  3950 
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INSIDE  TRACK 


SCIENCE  SPACE  RESEARCH 


ou 


can 


discover  111 


your  own  asteroid 


Leonard  David  reports  on  a fresh  breed  of  cosmic  explorer 
already  snapping  at  the'  heels  of  the  professional  astronomer 


Lurking  in  the  solar 
■Ma  system  outback 
WEI  beyond  Pluto,  in  an 
area  known  as  the  ftuiper 
Belt,  is  an  asteroid  some 
lHJkm  in  diameter,  it  would 
be  only  another  faraway 
object,  wehe  It . not  for 
the  unusual  way  it  was 
discovered. 

No  world-famous  astrono- 
mers were  involved:  Instead, 
the  asteroid  was  found  by  a 
group  bf  US  high  school  stu- 
dents searching  through 
telescope  images  on  the  Cal-, 
ifornla-based  Lawrence 
Berkeley  Lab's  computer 
database. 

The  students  are  an  exam- 
ple of  a new  "breed  of  space 
explorer  that  is  in  the  mak- 
ing. No  longer  are  cosmic 
findings  the  solp  preserve  of 
professional  scientists.  Enter 
the  web  browsing  space 
explorer  - the  InteraattL 

Thanks  to  the  power  of  the 
internet,  and  easy'  access  to 
the  latest  scientific  informa- 
tion. students,  hobbyists  arid 
dabblers  of  all  sorts  Cab 


make  their  own  space  dis- 
coveries, from  locating  a 
never-before-seen  asteroid  of 
finding  the  most  distant  qua- 
sar* to  spotting  dust  devils  - 
Midi  -tornadoes  that  pick  up 
and  move  dust  * on  Mars. 

• It  Is  a trend  with  which 
professional  scientists  are 
. having  to  come  to  terms,  but 
most  realise  that  , the  ama- 
teurs can  be  used  as  a 
resource  from  which  science 
Will  benefit  That;  Is  because, 
in  the  past,- there  have  sim- 
ply not  been  enough  eyes 
. available  to  inspect  all  the 
useful  Images  that  astrono- 
mers collect 

The  student  search  of  com- 
puter Images  was  part  of  the 
US  National  Science  Founda- 
tion's Hands-On  "Universe 
programme.  Using  special 
software  and  visual  Inspec- 
tion. students  trawled 
through,  images,  taken  from 
the  foundation's  four-metro 
Blanco  Telescope  in  Chile  to 
make  the  asteroid  discovery, 

. “These  students-  had  the 
opportunity  to  operate  like 


real  astronomers, " says 
Joseph  Stewart,  NSF  pro- 
gram director. 

Dr  Stewart  believes  that 
public  access  to  technology, 
coupled  with  the  exciting 
science  that  can  be  pursued 
using  that  technology,  is  fos- 


Students  and 
dabblers  of  all 
sorts  cari  make 
their  own  space 
discoveries 


j i 


The  best 

travel  option 

to  Scandinavia  and  beyond? 


You’ve  got  it. 


Ybur  best  choice  for  travel  to  Scandinavia  Is  the  SA5  route  network.  Non-stop  from  Heathrow  or  Stans  ted 
to  Stockholm,  Copenhagen  or  Oslo,  and  then  onward  within  Scandinavia. 

We  also  open  up  global  travel  for  you,  as  the  SAS  route  network  serves  more  than  100  destinations, 
and  with  our  Star  Alliance'"  partners  we  serve  more  than  720  destinations  in  HO  countries. 

If  you're  a member  of  5A5  EuroBonus,  voted  by  insldeFlyer  magazine  as  the  world's  best  international 
frequent-flyer  programme,  you  earn  points  when  you  fly  with  us  and  our  partners,  as  well  as  with 
RfldlSson  SAS  Hotels.  Earning  points  is  easier  than  ever,  and  you  can  exchange  them  for  bonus  trips, 
hotel  stays  and  exclusive  EuroBonus  leisure  offers. 

For  more  information  about  SAS,  give  us  a ring  on  + 44  (Q)  181  990  7122  orvisll  wwwj»sjw  - we're 
looking  forward  to  seeing  you  on  board  awn! 


It’s  pure  Scandinavian 


Scandinavian  Airlines 


tering  the  promise  of  yet 
more  non-professional  scien- 
tific discoveries.  “We  are 
just  seeing  the  tip  of  the  ice- 
berg,^ he  says. 

But  bow  will  scientists 
view  Increasing  numbers  of 
internet  Interlopers  on  theJr 
Intellectual  turf?  Surely  the 
prospects  of  a high  school 
student  or  a retired  welder 
upsetting  an  astronomer’s 
I 36-year  pursuit  of,  say,  grav- 
I ity  waves,  would  be  a little 
unnerving.  “1  think  it's 
going  to  take  some  getting 
used  to,  but  In  some  respects 
I tt  has  already  been  happen- 
ing," Dr  Stewart  says. 

For  instance,  amateur 
astronomers  have  found 
numbers  of  comets  in  recent 
decades,  and  the  profession- 
als welcome  the  extra  help. 
"There  are  some  scientist 
groups,  however,  that  aren’t 
used  to  doing  that,  and  1 
think  they  will  learn  to  get 
Used  to  It  In  a hurry."  says 
Dr  Stewart. 

The  National  Aeronautics 
and  Space  Administration 
(Nasal,  meanwhile.  Is  consid- 
ering other  ways  to  increase 
public  participation  in  space 
missions.  Funds  have  been 
earmarked  to  establish  early 
next  century  what  would 
effectively  be  a high-capacity 
Earth-Mars  Internet  connec- 
tion, "This  would  be  a com- 
munications link  so  capable 
that  people  sitting  to  their 
home  could  access  Informa- 
tion coming  down  from 
Mara.,. allowing  for  tremen- 
dous public  participation,  as 
well  as  enhancing  the  sci- 
ence return/',  says  Carl 
Pilcher,  Nasa  science  direc- 
tor for  solar  system  explora- 
tion, . . 

Experience  suggests  there 
Will  be  plenty  of  amateurs 
ready  to  tune  In.  In  the  first 
month  after  Nasa's  Mars 
Pathfinder  mission  had 
landed  on  the  red  planet  to 
July  1997,  and  dispatched  Its 
Sojourner  rover,  nearly  556m 
"bits"  were  recorded  at 
Internet  sites  set  up  to  give  a 
worldwide  audience  a 
close-Up  view  of  work  in 
progress. 

' One  of  those  most  eager  to 
tap  into  Mars  Pathfinder 
data  was  Stephen  Metzger,  a 


doctoral  student  of  the  Uni- 
versity of  Nevada  at  Reno. 
He  had  originally  been 
involved  to  a proposal  to 
search  for  dust  devils  on 
Mars. 

“Nasa  didn't  think  highly 
enough  of  our  idea  to  fluid 
us."  says  Jim  Carr,  co-writer 
of  the  proposal  and  a profes- 
sor of  geological  Sciences  at 
' the  university.  Undaunted. 
Mr  Metzger  downloaded  a 
couple  of  hundred  Mars 
images  from  a Pathfinder 
public  internet  site  Into  his 
modestly-powered  . home 
computer  equipped  with 
19S0s  software. 

. By  converting  the  images 
and  using  various  colour 
modes.  Mr  Metzger  found 
what  he  was  looking  for  - 
and  what  Pathfinder  scien- 
tists had  missed.  There  on 
his  computer  screen  was  a 
plume  of  swirling  dust  blow- 
ing across  the  Martian  ter- 
rain. “1  just  sort  of  quietly 
stared  «t  It  Cor  a few  sec- 
onds. Then  i pointed  to  tbe 
screen  and  said:  ‘You  know, 
that's  the  way  they  are  sup- 
posed to  look.'"  Mr  Metzger 
recalls. 

Further  study  of  Path- 
finder images  has  shown 
numbers  or  dust  devils 
around  the  landing  site.  The 
whirlwinds  are  now  viewed 
as  a possible  means  by 
which  dust  Is  lifted  Into  the 
Martian  atmosphere,  and 
they  are  probably  connected 
with  the  planet's  dust  cycles. 

As  they  were  outsiders  to 
the  exclusive  club  of  Nasa- 
funded  space  scientists,  Dr 
Carr’s  and  Mr  Metzgers  dust 
devil  revelation  was  all  the 
more  impressive.  “Having 
ready  access  to  data  through 
the  internet  is  marvellous.  It 
leads  to  more  open  exchange 
of  ideas  and  will  keep  every- 
one on  their  toes.  Everybody 
that  has  got  the  capability 
and  the  interest  can  be  a 
player,  instead  of  just  an 
elite  few,”  Dr  Carr  says. 

Daniel  Barstow.  director  of 
-the  Center  for  Earth  and 
Space  Science  Education  in 
Cambridge.  Massachusetts, 
points  out  . that  it  is  not  to 
space  exploration  alone  that 
amateurs  may  help.  The 
earth  itself  is  under  Inten- 
sive scrutiny  as  dozens  of 
satellites  churn  out  huge 
amounts  of  environmental 
data:  “There's  going  to  be  a 
Good  of  inform  a tian.  Scien- 
tists will  be  completely  over- 
whelmed with  the  tremen- 
dous overload  of  data." 

Tbe  future  is  not  hard  to 
see:  ever  more  powerful 
home  computers  that  create 
live  video  streams  of 
three-dimensional  and  vir- 
tual reality  imagery,  smarter 
software  packages  that  can 
rapidly  compare  and  con- 
trast disparate  caches  of 
data  found  on  the  internet, 
and  an  Increasing  public 
hunger  to  be  Involved. 

For  the  new  Inlemauts. 
"downloading  discovery” 
will  be  only  a mouse 
dick  a wav. 


BUSINESS  EDUCATION 


HARVARD 


Juno  28-August  20,  1999 


Arts  & Sciences  Courses 
English  Language  Programs 
Higii  School  Program 
Ukrainian  Studies 


Live  and  learn  with 
students  from  around 
the  world  while  exploring 
Hmward  Univa'sitv. 


voicemail:  617-496-5000 
in:  oioiATtoM  617  495-4024 
'VEK:  summer. dec, harvard. eda 
E-MArr.:  summcrAiiudcc.lunjrd.edu 


Harvard  Summer  School 
Df.pt.  SS45.  51  Bk.'.ttu.  Struct 
CiMiiKinoE,  MA  02158  USA 


suiTuuer.dce.hajTard.edu 
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BUSINESS  TRAVEL  INCENTIVE  SCHEMES 

Less  mileage 
in  cheaper 
tickets 


I A 


As  cost-conscious 
companies  cut 
expenses  it  pays  points 
junkies  to  shop  around, 
writes  Gillian  Upton 

Mileage  junkies 

/i  business  travellers  who  go 
► out  of  their  way  to  earn 
points  from  incentive  travel 
schemes  - are  finding  their  life- 
style under  threat. 

Cost-conscious  companies  are 
cutting  back  on  full-fare  business 
class  airline  tickets  in  favour  of 
promotional  tickets  or  ‘’consoli- 
dated" business  class  tickets. 

The  big  drawback  for  the  trav- 
eller is  that  these  cheaper  tickets 
come  with  restrictions  including, 
in  some  cases,  no  mileage  points. 

Being  made  to  Dy  in  economy 
class  can  be  just  as  bad:  reward 
levels  are  much  lower  than  in 
business  class,  and  many  airlines 
restrict  incentive  points  to  full- 
fare  tickets.  "The  policy  of 
awarding  miles  in  economy  has 
now  become  extremely  important 
and  particularly  for  those  airlines 
which  award  miles  on  all  feres,” 
says  Ian  Dockreay,  director  of  the 
Aviation  and  Travel  Consultancy 
in  the  UK. 

Rules  vary  and,  as  any  mileage 
junkie  knows,  it  pays  to  shop 
around.  Abuse  of  company  travel 
rules  - for  example,  by  booking 
with  a non- approved  airline  - is  a 
familiar  trick. 

Travellers  can  collect  British 
Airways’  Air  Miles  only  if  they 
fly  on  a full-fare  economy  class 
ticket.  But  Lufthansa  and  SAS 
allow  travellers  to  earn  Miles  & 
More  and  EuroBonus  points, 
respectively,  on  all  special  feres, 
such  as  Apex,  Pex  and  Super  Pex. 
.No  airline  allows  earning  bene- 
fits on  consolidated  fares. 

Frequent  flyer  club  member- 
ship goes  beyond  credits  towards 


free  flights.  Access  to  airport 
lounges,  the  possibility  of  being 
upgraded  to  a better  seat,  and 
being  given  priority  on  over- 
booked flights  are  among  the 
benefits  for  the  most  valued 
members  of  incentive  schemes. 

“Once  you  move  to  the  upper 
tier  you  get  into  service-related 
benefits  and  the  prestige  that 
goes  with  them.”  says  Tony 
Clarke,  global  business  develop- 
ment director  of  ICLP,  one  of  the 
leading  loyalty  companies  spe- 
cialising in  travel.  “That’s  when 
travellers  take  extra  trips  to 
retain  their  platinum  and  gold 
cards,  particularly  when  renewal 
time  comes  around.” 

The  mileage  junkie  is  most 
common  in  North  America  where 
the  average  frequent  flyer 
belongs  to  4.9  incentive  pro- 
grammes. According  to  industry 
estimates,  the  desire  to  boost 
mileage  is  a factor  in  more  than  a 
quarter  of  all  trips. 

The  growth  of  incentive 
schemes  since  the  early  1980s  has 
also  spawned  an  Illegal  trade  in 
unused  points  - up  to  half  of  all 
those  issued. 

In  Europe,  membership  of  fre- 
quent flyer  programmes  is  much 
lower,  reflecting  their  spread  geo- 
graphically rather  than  any  lack 
of  interest.  British  flyers  are 
learning  the  ropes  fast  however. 


INSIDE  TRACK 


•*  * w~  - 


-,  :ri‘ 


r->. 

.‘;s,  1 


UK  travel  management  company. 
“There  is  uproar  when  a traveller 
is  downgraded.  Travellers  come 
up  with  all  sorts  of  excuses  so 
they  can  fly  on  their  favoured 
carrier.  Some  are  really  good  at 
it." 

Abuse  tends  to  be  more  wide- 


Travellers  come  up  with  all  sorts  of 
excuses  so  they  can  fly  on  their  favoured 
carrier.  Some  are  really  good  at  iV 


and  belong  to  3.7  programmes  on 
average. 

"Air  miles  are  an  emotive 
issue.  Like  company  cars,  it’s  a 
very  personal  thing.”  says 
Amanda  Pennell,  operations 
director  of  Amersham  Travel,  a 


Spread  in  companies  with  loose 
travel  policies,  or  those  yet  to 
start  cutting  travel  costs. 

“In  the  oil  business,  where 
crude  is  down  to  S10  a barrel, 
travellers  are  not  getting  any 
options.”  says  Aberdeen-based 


Gary  Hance  of  Seaforths  Travel. 
“Travel  has  either  been  cancelled 
or  it’s  now  on  the  cheapest  con- 
solidated fere  with  little  flexibil- 
ity and  no  mileage  benefits." 

Frequent  flyers  should  not 
despair,  however.  Several  airline 
alliances  will  offer  increased 
opportunity  for  “earning  and 
burning”  as  they  plan  to  merge 
their  incentive  programmes, 
despite  hints  from  Brussels  that 
such  a move  would  be  anti- 
competitive. 

Star  Alliance  is  leading  the 
way.  A top  level  member  of 
United  Airlines'  Mileage  Plus  pro- 
gramme (the  100.000  mile  flyer) 
will  be  recognised  on  any  partner 
airline  (Thai.  Lufthansa.  Air  Can- 
ada. Varig  and  SAS  - plus  Air 
New  Zealand,  Ansett  and  ANA 
from  later  this  year). 

The  benefits  to  airlines  of  these 


TRAVEL  UPDATE 


First  non-gaming 
hotel  in  Las  Vegas 
has  quick  net  link 

Las  Vegas's  first  non-gaming 
hotel,  the  Four  Seasons,  opens 
tomorrow.  Each  room  has  been 
equipped  with  high-speed 
intemet/data  access.  Rooms  also 
have  two-line  digital  phones  and 
fax  machines.  Laptops  can  be 
rented. 


served  by  the  Belgian  carrier. 

The  points  include  Paris,  Milan, 
Hamburg,  Stuttgart,  Dusseldorf, 
Berlin  and  Gothenburg. 

Frankfurt  service 

Ryanair  is  launching  a twice-daily 
service  between  London's 
Stan  sled  airport  and  Frankfurt  on 
April  22.  Frights  will  depart  from 
London  at  7am  and  7.10pm  and 
leave  Frankfurt  at  9.45am  and 
9.55pm.  The  fare  Is  £69  return. 


Air  check-in  by  car  Roman  Delta 


schemes  are  well  documented. 
Although  the  original  idea  was  to 
fill  empty  seats,  today  they 
deliver  customer  loyalty,  instant 
rewards  when  things  go  wrong 
and  a significant  revenue  stream. 

“They're  all  about  yield  man- 
agement and  relationship  mar- 
keting,” says  Mr  Clarke  of  ICLP. 
“The  information  gained  on  trav- 
ellers' purchasing  habits  allows 
the  airline  to  build  customer  pro- 
files. They  can  then  deliver  the 
right  message  to  the  right  person 
at  the  right  tune." 

British  Airways,  KLM,  Luft- 
hansa and  SAS  all  have  sophisti- 
cated relationship  marketing 
departments.  BA,  for  example, 
was  able  to  identify  and  mail 
those  customers  flying  only 
one-way  across  the  Atlantic, 
offering  them  an  incentive  to  buy 
a return. 


Virgin  Atlantic  opens  a 
drive-through  check-in  at 
Johannesburg's  Jan  Smuts 
international  airport  this  summer. 
Travellers  flying  in  Upper  Class 
(business  class)  will  be 
chauffeur-driven  to  the  airport 
and  complete  all  check-in 
formalities  in  their  car. 

Business  discounts 

SRS  World  Hotels  has  introduced 
preferential  corporate  hotel  rates 
for  companies  booking  between 
1,000  and  20,000  rooms  a year. 
Discounts  vary  between  5 per 
cent  to  35  per  cent  in  the  Volume 
Corporate  Rate  Programme. 

Heathrow  in  touch 

London’s  Heathrow  airport  is 
installing  50  interactive 
touchscreen  stations.  The 
stations,  known  as  WAMworlds, 
will  offer  information  about  the 
airport  terminals  and  online 
information  on  anything  from 
share  prices  and  weather 
conditions  to  sports  results.  They 
will  also  give  access  to  the  web 
and  e-mail.  WAMworlds  will  also 
be  installed  in  Gatwick  and 
Stansted  airports. 

Belgian  bargains 

Sabena  has  cut  fares  from  1 1 UK 
airports  to  30  destinations  in 
continental  Europe,  as  long  as 
you  fly  before  March  28.  The 
deals,  in  economy  class,  are 
£155  from  four  London  airports 
(Heathrow,  Gatwick.  Stansted 
and  London  City)  and  £175  from 
tiie  seven  regional  airports 


Delta  has  won  US  government 
approval  to  launch  daily  non-stop 
flights  between  Atlanta  and 
Rome,  writes  Roger  Bray.  The 
airline  plans  to  start  flying  the 
route  on  June  1.  This  summer  it 
will  also  start  operating  from 
Atlanta  to  Athens,  Barcelona  and 
Istanbul.  Continental  Airlines  has 
secured  the  take  off  and  landing 
times  it  needs  at  London 
Gatwick  to  launch  a daily  service 
from  Cleveland.  Rights  will  start 
on  June  15. 


Pricey  Paris 

The  recent  meteoric  rise  in 
European  business  class  air  fares 
has  tailed  off  - but  try  telling  that 
to  an  Austrian  with  frequent 
business  commitments  in  Paris.  — 
Analysis  by  American  Express 
shows  that  between  the  final 
quarter  of  1997  and  the 
equivalent  period  last  year  the 
average  price  for  a business 
cabin  or  full  economy  seat 
between  Vienna  and  the  French 
capital  rose  by  35  per  cent 


Hilton  kiosks 

Hilton  is  installing  automated 
business  kiosks  at  50  hotels  in 
the  US.  Supplied  by  Business 
Anywhere,  they  provide  touch 
screen,  multilingual  facilities 
around  the  dock.  Other  features 
include  a computer  with  zip  drive 
and  e-mail  and  internet  access, 
and  a high-volume  printer. 


Gillian  Upton 


BUSINESS  EDUCATION 


etenttft 


?!  ¥ 


Heriot-Watt 

University 

MBA 


Rigorous 


The  Oxford 
Senior 
Executive 
Finance 
Programme 


Accessible 


Edinburgh  Business  School  at  Heriot-Watt  University  is  a pioneer  in  distance 
learning  offering  unmatched  flexibility  and  uncompromising  quality. 

Students  may  start  at  any  time,  study  at  their  own  pace,  and  choose  the  timing 
of  their  examinations.  Faculty  is  drawn  from  leading  business  schools  in 
Europe  and  the  US,  and  offers  cutting-edge  expertise  with  an  international 

perspective. 

There  are  9.000  active  students  from  over  nopountries  on  the  programme;  it 
is  one  of  the  largest  MBA  programmes  in  the  USA.  Europe  and  Australasia, 

with  many  corporate  sponsors. 

Jn  1998,  over  800  students  graduated  with  a Heriot-Watt  University  MBA;  the 
programme,  which  is  produced  in  association  with  Financial  Times  Management, 
was  rated  for  the  ninth  consecutive  year  as  one  of  the  world’s  best  by  the 
Economist  Intelligence  Unifs  Critical  Guide  to  MBA  Programmes. . 


Is  a finance  programme  with  a difference.  Building  on  proven  elements  in  the  Oxford 
Advanced  Management  Programme,  it  has  been  specifically  designed  to  take  senior 
executives,  general  managers  and  fast-track  talent  from  a standing  start  to  a strong  and 
broadranging  competence  in  modem  financial  management  and  strategy. 

25  - 30  April  1999 


For  further  details  return  to  Maureen  Campbell.  Templeton  College.  Oxford.  OX  I 5V}’  L’K 
Job  Title: 


Address: 


Tel:  +44 10)1865 422733;  Fax:  +44 (0)1865  422501: 

Email:  maureenxampbellQrtempleton.oxfonLac.uk ; Internet:  hapj/wmvjempleton. ox.ac.uk 


Templeton  - Oxford  University’s  Newest  Graduate  College, 
Working  Under  Royal  Charter  in  Partnership  with  Business 


Judge  for  yourself.  Order  a free  brochure  now  quoting  reference  1 8: 

Email;  hwattmbaOftmanagementcom  in  association  with 

Fax:>44  (o)iW  506723 -Tel:  ^44  (0)1704  508301 

Times  Management-128  U»gAoe,,«wi0BWC2E9AII. UK  PSgE 


European  Master's  Degree 
in  Human  Rights 
and  Democratization 

One-year  foil-time  E.MA 
actively  supported  by  the 
European  Union 

fnra  Semesier  in  Venice 
Second  Semester  in  one  of 
IS  European  universities 

Informal  ton  and  applications  bom 
our  wetene:  hiri-eummaagr.yenK  11 
« contact  the  co-wdawmg 
university  in  Italy 
Id  +.’9  W9  827  4451 
La.  +39  W9  827  44*) 
e-taati:  hid-curopHn.master9vesb.it 
DEADLINE  15  MARCH 


BUSINESS  EDUCATION 


For  information  on  advertising  in  this  section  please  call 

Laura  RemigS  on 
0171  873  3308 
email  laura.remigl@ft.com 
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FINANCIAL  TIMES  MONDAY  MARCH  1 1999 


WEEK  AHEAD 


DIVIDEND  & INTEREST  PAYMENTS 


■ TODAY 

Abbey  National  Fdg  6.1  % 
Dual  Currency  Nts  1999 
Y2541.66 

Abbey  National  Treasury  8% 
FRN  2007  Lire400,000 
Aberdeen  10.8%  2011  £5.40 
American  General  $0.40 
Auburn  Secs  Class  A1  FRN 
2035  £41.55 
Do  Class  A2  FRN  2035 
£47.95 

Do  Class  M FRN  2035 
£51.78 

Barclays  Non-Cum  US  Dollar 
Pret  Series  Cl  $0.4219 
Do  Series  C2  $0.1406 
Do  Series  D1  $0.4313 
Do  Series  D2  $0.1437 
Do  Units  $0.5625 
Do  Junior  FRN  $138.26 
Bass  B 2.66p 
Birmingham  Mkishires  BS 
9%%  Bearing  £46.875 
BP  America  9Vt%  Nts  1999 
$487.50 

BTM  Finance  7%%  Bds 
2002  $737,500 
Do  8%%  Bds  2007 
$825,000 

Cable  & Wireless  Comms 
7V6%  Bds  2005  £71.25 
Do  7%%  Bds  2017  £73.75 
Cable  & Wireless  4.1  p 
ComputerLand  UK  0.8p 
Daiei  6.4%  Bds  2002 
Y640.000 
Dewhurst  2.1p 
Do  A N/V  2. Ip 
First  Technology  2.1  p 
Fleming  Claverhouse  2.65p 
Fletcher  King  Ip 
Ford  Motor  $0.46 
Do  BDR  $0.46 
For  & Colonial  Emerg  Mkts 
m%  Conv  Ln  £3.25 
Fortune  Brands  $0.22 
Halifax  834%  Sub  Bds  13.5p 
Do  12%  Perp  Bds  £3,000 
Henderson  Geared  Inc  & 


Gwth  Income  0.9p 
Ingersdl-Rand  $0.15 
Inti  Bank  for  Reconstruction 
& Dvfpt  10%  Bds  1999  £100 
Do  1114%  Nts  2001  £111.25 
Ireland  9%  Capital  2006 
IRE4.50 

Italy  9%%  Nts  1999  $962.50 
Lalchways  2.5p 
London  2%%  Cnsd  1920 
£0.625 

Do  3%  Cnsd  1920  £0.75 
Lonmin  Finance  6%  Bds 
2004  £30 

Low  & Bonar  5%%  3rd  Prf 
1.925p 

Do  6%  1st  Cum  Prf  2.1p 
Do  6%  2nd  Cum  Prf  2.1  p 
Lucas  Inds  614%  1st  Prf 
2.275p 

Metro  Water  3%  1934/2003 
£1.50 

Monks  Inv  6%  % Deb  2023 
£3.1875 

Network  Tech  0.55p 
NFC  3p 

Oldham  Metro  1114%  Red 
2010  £5.625 
P & O 314%  Deb  £1.75 
Do  314%  2nd  Deb  £1.75 
Royal  Bank  Of  Scot  1014% 
Bds  2013  £1.050 
Sage  2.1 2p 

Sainsbury  (J)  8%  Irred  Unsd 
Ln  £4 

Sanctuary  Housing  Assoc 
8%%  Deb  £4.1875 
Slough  Ests  Slip  Conv  Prf 
4.1 25p 

Smith  (WHJ  Prf  1 .49929p 
Swiss  Bank  Nts  2004 
L're600.000 
Transcanada  Pipelines 
1614%  1st  Bds  2007  8.25p 

■ TOMORROW 

Abbey  National  Fdg  5.8% 
Dual  Currency  2000 
Y2416.66 

Britannia  BS  1014%  Bds 


2000  £1.050 

Fleming  Income  & Cap  Inv 

Incone  1.5p 

Do  Units  1.5p 

Kuala  Lumpur  Kepong  Bhd 

MS0.19 

Kunick  0.5p 

Royal  Bank  of  Scotland 

6%%  Bds  2004  £66.25 

Technoplast  Inds  NISO. 70 

■ WEDNESDAY  MARCH  3 
Bangkok  Bank  Public 
4.589%  Bds  2004  $45.89 


UK  COMPANIES 


COMPANY  MEETINGS: 
Hawttn,  Copthome  Hotel, 
Cardiff,  10.00 
BOARD  MEETINGS: 

Finals: 

Aegis 

Aggreko 

BHflton 

Bisichi  Mining 
Burmah  Castrol 
Dixon  Motors 
Grafton  Group 
Hodder  Headline 
London  & Assoc  Props 
Marshalls 
Ocean  Group 
Perkins  Foods 
Sherwood  Inti 
Sun  Life  & Provincial 
Interims: 

Close  Bros 

Domestic  & General 

Hays 

McBride 

Redrew 

■ TOMORROW 
COMPANY  MEETINGS: 
Fitness  First,  Broad  walk 
House,  5,  Appold  Street,  EC2, 


Boeing  $0.14 

Conversion  9%  2000  £4.50 
Grainger  Trust  6.35p 
Mazda  Motor  6.4%  Bds 
1999  Y640.000 
Do  6.4%  Bds  2000 
Y640.000 

Raglan  Ests  10Vi%-11Vi% 
Stppd  Deb  2012  £5.625 

■ THURSDAY  MARCH  4 
Abbey  National  Treasury 
TEC  10  FRN  2006  FFr76.25 
Crown  Leisure  0.25p 


12.00 

BOARD  MEETINGS; 

Finals: 

Arriva 

BPP 

CRH 

Epwtrt 

Fairview 

Gal  la  her 

Jartfine  Lloyd  Thompson 

Mfllermlum  & Copthome 

Norwich  Union 

PSD 

Rente  kil 

RJB  Mining 

Wates  City  of  London 

Interims: 

Britt  Allcroft 
Dried 

News  Conun  & Media 

■ WEDNESDAY  MARCH  3 
BOARD  MEETINGS: 

Finals: 

Baird  (Wm) 

Britannic 
Cakebread  Robey 
Cookson 
Dawson  Intf 
Enterprise  Inti 
GKN 


Guaranteed  Export  finance 
914%  Bds  2008  £925 
Liverpool  FRN  1999  £17.96 
New  Zealand  Inv  4.75p 
Sony  6%%  Nts  2006 
$30,625 

Sweden  614%  Nts  2003 

■ FRIDAY  MARCH  5 
Abbey  National  Treasury 
614%  Nts  2004  £65 
Aberforth  Smaller  Cos  4.55p 
Capital  Shopping  Centres 
6%%  Bds  2013  £34.375 


Jacobs  HkJgs 

Parity 

Psion 

Schraders 

Serco 

Thistle  Hotels 
WBson  Bowden 
interims: 

Lyles  (S) 

Photebitfon 

■ THURSDAY  MARCH  4 

COMPANY  MEETINGS: 
Holmes  & Marchant,  Marlow 
Place,  Station  Road,  Marlow, 
Bucks,  9.00 

Recognition  Systems,  55, 
Col  more  Row,  Birmingham, 
2.00 

BOARD  MEETINGS: 

Finals: 

Elements 
Furlong  Homes 
Oxford  Glycosciences 
PowerGen 
Rolls-Royce 

Sanderson  Bramafl  Motor 

Total  Office 

Vickers 

WIBlams 


Eskmuir  Props  4.4p 
Jupiter  Extra  Inc  1.96675p 
Kingfisher  Leisure  Ip 
Martin  Currie  Moorgate  inv 
1.85p 

Metroline  4.9p 
UNO  0.4p 
Zetters  4p 

■ SATURDAY  MARCH  6 
Bank  of  Greece  1034%  Ln 
2010 

Leo  paid  (J)  914%  Ln  1997/ 
2002  £4.625 


■ FRIDAY  MARCH  5 
COMPANY  MEETINGS: 
Eurocopy,  Cedar  Court  Hotel, 
Den  by  Dale  Road,  Calder 
Grove, 

Wakefield,  West  Yorks,  12.00 
Scottish  Highland  Hotels, 
Stilling  Highland  Hotel,  Spitta! 
Street,  Stirling,  11.00 
BOARD  MEETINGS: 

Finals: 

Greggs 

Lfmefight 

Interims: 

Euro  Sales  Finance 
Thorntons 

Company  mootings  an  annual  general 
mee  tings  unless  otherwise  stated 

Please  note:  Reports  and  accounts  are 
mnot  normeBy  erasable  uiW 
approximately  six  weeks  alter  the 
board  rneodng  to  approve  the 
preliminary  resufta. 

This  Hat  is  not  necsssartty 
comprehensive  since  companies  are 
no  longer  oMgad  to  notify  Hi*  Stock 
Exchange  ol  Imminent  amaimnents. 


Financial  Times  Surveys 


FT 

Director 


Friday  March  19 
Friday  June  25 
Friday  October  1 
Friday  December  10 


For  further  information, 
please  contact: 

William  MacLeod  in  London 
Tel:  +44  171  873  3699 
Fax:  +44  171  873  4296 
email:  william.macleod@FT.com 


FINANCIAL  TIMES 

No  FT,  no  comment. 


CONFERENCES,  VENUES  AND  COURSES 


CONFERENCES 


MARCH  3 &4 

FT  New  Media  Conference 

In  the  jficmmh  of  tfcr  Lunch  of  digital 
television  in  die  UK.  the  Fmandul  Times 
New  Media  conference  will  examine  the 
Mate  of  play  in  the  digital  market. 
Distinguished  Speaker*  include:  Mi  Lan 
Wed.  Sky  Eoteniunniene  Mr  Tony  Ubfey, 
Tefewesr  Cdmrnumatioas  pic;  Mr  Adam 
Singer.  Flexech  pic:  Mr  David  Dodhoty, 
BBC  and  Mr  Stephen  Grabim  Oncfigital 
Contact.  Catherine  MacSweeney 
FT  Conferences 
TeLit+U  171  $753l<i2 
Fax:  i+44»  171  873  3067 
Email,  cafhcnncjnacsweeney  FT.com 
LONDON 


FOOD  STANDARDS  AGENCY: 
SYMPOSIUM 

Chaired  by  Jeff  Rooter  n> 

Minister  of  State  at  MAH 
The  Industry  Forum  Is  taking  a 
sympasfcm  on  10r  htaich  at  the 
Quern  BzabattiN  Conference 
Centre  (I0.00*n  regtotnAon  - 
12.45pm  buffet  tundi).  to  review  die 
Govwnnenfs  draft  Ml  on  the  Food 
Standanta  Agency. 

Speaker*  art  Include:  British 
Hosptalty  Association;  British  Ratal 
Consortten;  Local  Government 
Association;  National  Consumer 
Cound;  National  Fanners  Union; 
Need*  Tesco  and  Whitbread 
Restaurants. 

For  further  infun  nation  on 
regtetratfonfenquHss 
please  contact  UarfeJotahc: 

Tat  0171  437  3809 
Fax:  0171  437  3661 
email:  marteJounacOcBaLpJpeuam 

MARCH  11 

FT  UK  Stakeholder  Pensions 
Conference 

Speakers  include  The  Rt  Hon  Frank 
Field.  MP:  Mr  Gins  Evan..  Dqxiruneni 
of  Social  Secunry:  Mrs  Carotin;  Instance. 
Occupational  Pensions  and  Regulatory 
Authority:  Mr  Andrew  Young, 
Government  Aciujne.  Department:  Mr 
RK+aid  Stroud.  The  Peosp-nv,  Trust;  Mr 
Nick  Pace.  Huriun  Resources  Directorate. 
CB1  and  Mr  Robert  Nurull.  BBC 
Contact:  Julie  Cnssiia  FT  Coafcmces 
Tel:  +44  171  87?  326? 

Fax:  +44  |7I  87?  3067 
E-mail:  julie.crmsjni?,FT.cotn 

LONDON 


MARCH  18  & 19 
FT  European  Pensions 

Distinguished  speakers  include: 
Profe.vir  Mono  Menu.  Member  of  ihe 
European  Commission:  Mr  Kecs  van 
Rees.  Managing  Director  Shell  Pensions 
Fund.  Gunman.  European  Federation 
of  Retirement  Provision:  Mr  Monin 
Jack.  Director  of  IBM  Retirement 
Funds.  EMEA.  IBM  UK  Lid:  Mr  Bruce 
Gamer.  Head  or  Pensions.  BP  Amoco 
p.l.c  and  Ms  Ruth  Goldman.  Head  of 
fVnticns.  LmUalns  & Alliance. 
ConiacL  Julie  Crctsaan,  FT  Conferences 
Tel:  -44  171  87?  3263 
Fax:  +44  171  873  3067 
E-mail:  jube.cir^^nnerFTjcoin 

BRUSSELS 


Hnd  out  what  opporturahes  CROATIA 
can  lor  your  company  - aaond 

The  Economist  Conferences' 
Second  RounttaMe  with  tits 
Government  of  Croatia 
>ou  wH  have  tie  oppoituity  to  I9R1  lo 

preaertatona  (ram  Prima  MMatar  Ztatko 
RUkwa  Deputy  Prime  HMatar  BocWav 
Stogro  and  rrany  Bhor  sens*  pouoana. 
Vou  wS  atao  be  Mo  to  meal  aid  network 
wtn  otoer  busnasapeepta  keen  to 
aaatatsh  and  atigi^ami  operaacra  In 
Croatia  The  HaidtePie  fe  an  aaatenr 
charve  to  ■share  a+panencoG.  concerns 
nd  cpkiens  «vPl  apaakos  and  yew 


April  1999 


1 ili||lti  iiiiitaillm. 

MnttM3uniry  Rnrerch  12-14  April 

Uaimtk|;Mdkaaid;Dua 
rdhrha  i CeawDdiniiiu  l-l-lfi  Apil 

Frv  morrmaM^sMkd  marlnwig  naosift 
pnfBaaub  mth  3-f  wan  opr  rioter. 


Mafaie  hrHiaaikii  26-2KA|xil 
UwtitakrllEnRtRi  28-30  April 

FtirFnftmmlMaiemiaemKh^prT 

m^majUasHliiarreattn' 

aieMVriadaArmr 


roraiAT:  Aidon  arknated.  dHtaxk 
anenpe  of  rcd-UtapplialiMU 
LOC^imet  SddaM  Ikjregtiu.  thmfafc 
Near  Vienna 


APRIL  12-14 
lATA's  Airline  Financial 
Management  99 

Financial  representatives  and  CFO's 
from  over  70  world  airlines  gather  to 
discuss  critical  issues  in  aviation 
finance.  High  profile  speakers  from 
IATA.  SIT  A.  Citibank.  Sanwa  Bank. 
FiiinairaihJ  many  more. 

For  more  information  contact  Hay  lev 
Nosh-Sari  th: 

TH: +44  181  6076241 
Fax:  +44  181  572  5463 
Email:  iiisfasiDitlilifi^itia.oig 
Web  site  www.iata.Ofg/cveiiu 

NEW  YORK 


WIN  CORPORATE ’WILES" 
WITH  SUN  TZU'S 
ART  OF  WAR  SEMINAR 
Yon  cannot  afford  lo  miss  it! 
Invest  in  it  now! 

What  has  a 2^00  year -old  miitwy 
treatise  to  do  with  business 
today?  The  answer  Plenty. 
Fortune  500  talked  about  it  World 
leaders  and  business  executives 
use  iL  Find  out  how  and  why  with 
Mr  Khoo  Kheng-Hor,  Asia's 
leading  exponent  and  best  selling 
author  ol  the  'Art  ot  WoC. 

For  details,  contact 
The  Geomancer  International 
Tel: +44  (0)7000  888  989 
emafl:gporeancdr<hlragWdtiiHlR«ini 
Fax: +44  (0)1483  488  998 


London 


ean 
elecoms 


Global  Event 


>ervj 

Emerging 
Providers 

. / 

15-16  March  1999,  Hotel  Excelsior  - Venice  Lido 


• IP  Communications  and  NextGen  Telcos 


• Next  Generation  Convergence  Strategies 

• Corporate  Demand  for  Integrated  Voice,  Data, 
Internet  Access 

• IT  Infrastructures  for  the  Telecoms  Market 

• Mobile  Phones,  Prepaid  Calling  & Cannibalizing 
the  Landline  Network 

• Battle  of  Broadband  Access:  ISDN,  DSL, 

Cable  Modems,  Digital  Wireless 

• IP  Impact  on  Enterprise  Networking 

• Global  Data  Networking:  Integrating  Internet, 
Frame  Relay  and  Private  Lines 

vinvw.idcresearch.it/forum 


The  European  Telecoms  Forum  1999 
Is  being  hosted  by  DC  and  Is  sponsored 
by  the  following  organisations: 


JR  1^1 

!Ui  11(111 


COMPAQ. 


caaeragn 

JWWTH 

EMC* 


NB5r^bws  StfKBGttflP  SIEMENS 


Speakers  will  include:  I 

3Com,  . H 

Arthur  D.  Little,  - | 

Ascend  Communications,  | 
Cabletron  Systems, : ’ . I 
Compaq,  • . _ J 

Digital  Island,  ’ ' • ! 

EDS,  - j 

EMC  Corporation,  - | 

France  Telecom  Mobile^..  | 
GlocaJnet,  I 

Hewlett  Packard,  - _ J 

infbnet,  . ■ ! 

Infostrada,  . _| 

Italian  National  j 

Regulatory  Authority,  - - -■ 

Lucent  Technologies..  i 

Nortel  Networks.  | 

Price  Waterhouse  I 
Coopers,  ' | 

Qwest,  I 

Serna  Group,  * 

Siemens,  J 

Telecom  Italia; . I 

TIM,  \ | 

Wind. 


An  updated  agenda  is  available  on  Internet 
wwwJdcrasearchJt/foTum 

Send  by  Fax  to  K>C  ttafyat 
+39.02.28.45.73. 1 3 or 
+39.02.28^*5.73.33 
TeL  +39.02^8.45.73.18 

PLEASE  LET  ME  HAVE  THE  COMPLETE 
PROGRAM  OF: 

The  European  TMecoms  Forum  1999 


SURNAME 


> i 

o?0u 


v V V 


COMPANY  


JOBTTTLE 


ADDRESS 


ZIP .CODETOWN  .. 


COUNTRY 


TELEPHONE  ... 


FAX  _ 


ff  you  do  not  wish  your  contact  details  to  be  given 
lo  other  delegates  prior  to  the  conference,  please 
tick  here  □ 

Date . 


Signature 


Financial  Analysts  Seminar  - 
Europe 

Considering  the  new  risks  and 
opportunities  In  European  markets 
and  the  rapid  pace  or  change  m 
globaJ  investing,  investment 
professionals  hi  Europe  need  to 
be  armed  with  the  most  current 
tools  in  their  search  lor  superior 
performance.  This  conference  will 
address  core  Investment  topics 
from  a regional  and  global 
perspective. 

Contact  AMR  in  the  USA 
Tel:  1-804-980-3688,  ext  123 
Ftau  1-8044803834 
Internet:  wwwjahnr.org 


IMR 


Madrid,  Spain 


In  association  with: 

Bonfc>Vu*lria  

Creditanstalt 

Monika  Davies 

The  Economist  Conferences 
Tel:  (43.1)  712  41  61  IS 
Fax:  (43.1)  712  41  65 


Zagreb,  Croatia 


APRIL  22  & 23 

FT  World  Pharmaceuticals 

Di>lmguikhcil  speakers  include.  Mr 
Fred  Haw.  Phumucu  St  Upjohn:  Mr 
Robert  Ingram.  GtxxoWellconK  Pic.  Dr 
Anthony  H Wild.  Warner-Lambert 
Company;  ProTciwi  Dr  Mont  Meyer. 
Bayer  AG;  Mr  Henry  Wendt,  Unit  of 
Donaldson  Lufkin  Jcnrctic  Merchant 
Banking,  Mr  Eli  Hurviix.  Tesu 
Pharmaceutical  Industries  Lid: 
Mr  Gilles  Pajoc  LM5  HEALTH 
Contact:  Julc  Cros-^m 

FT  CcnlereocB 
Tel: +44  1 7|  873 3263 
Fax:  +44  171  873  3067 
E-nui  I-  jultc-cnBjsm'H  FT  com 

LONDON 


The  annual  conference  of  the 
Irish  Management  Institute  wlli 
address  key  challenges  tn  Lhtr 
Irish  business  environment, 
trends  in  organisational 
leadership  and  corporate 
strategies  for  a turbulent  global 
marketplace.  Speakers  Include 
business  leaders  from  Ireland's 
most  successful  companies,  in 
addition  to  leading  International 
experts  and  practitioners. 

■ BflraM  Etta.  VP  d knematoB) 
Iterations.  Boston  Soamfic 
•Aqda  Dirk  Itabig  ReseanJi  Fetor. 
London  Biares  School 
-SteptareEOTa.DmCr»  Wnrid 
Compemiaics  Vmiwio* 

•EayHaaet  Awntfer.  Sffatfl* 

■■teyttea.  '/Sang  Pnfleam  iNS&Ui 
- Jai  Gama+iatna.  Presdat  M Brape 
■CpiltfcOdn!  Pnacera.  Thrardi 
•TBiyMBOtOOBnlan  Anden+l  WoiWurde 
-Lwjitoo*  oofan.  Ceput/  CJalrmaa  Gtei 
Dantfo 

•JotaScsflef  awraan,Sa»y0TDs 
• Mari  SotttaB.  linn  Unqlng  Otrutor 
Desrpota  K.mmue  Wmrfan] 

The  conference  will  be  held  In  the 
GREAT  SOUTHERN  HOTEL. 

KILLARNET. 

For  more  Informnuni  iV.il  our 
iccbsue*  mniuaitftimn&uiriJc 
nr  email  us  fur  a brochure  at 


FR@UD  4 -The  4th  International 
Financial  Fraud  Convention 

The  World’s  Leading  International 
Convention  on  Financial  Fraud 
and  Financial  Crime  Prevention. 
Sponsored  by  BankAmerica, 
PricewaterhcuseCoopers  and 
Stephenson  Harwood. 
Organisations  to  include:  the  UN. 
IMF,  Council  of  Europe,  BIS, 
OECD  as  wsl  as  Barclays, 

Chase,  Citibank  and  Reuters 
among  many  others. 

Delegates  expected  from  over  80 
nations,  with  proceedings  in 
English,  French  and  Spanish. 
Contact  Jantie  Harper 
Teh  (+44)  171  41 B 1000 
Fax:  (+44)1714191050 
EmdkjaabtlteMOi* 

Vteb  alta:  warwArancUtraucLcam 

IF££C 

QEIf  Conference  Centre,  London 


FT  World  Gold 

Dtetlnguksried  speakers  include: 
Mr  David  Ctementi,  Deputy  Governor, 
Bar*  ot  England;  Mr  JeenPlerra  Roth, 
Vice  Chahrnan  o<  Governing  Board. 
Swiss  National  Bar*;  Mr  Raxta* 
OlphanL,  Execttilve  Vice  President  and 
Chlsf  Fhanctal  Officer,  Bank*  God 
OxporaOon;  Mr  Chand  Metva. 

Dfaedor,  Enchante  Jamlay  Umted. 
Mr  Manabu  Wdo.  Head  of  Metal, 
Department  Manager,  Metals 

CorrnniMes  Department  Sunbomo 
Corporation  Europe  pte;  Mr  George 
MBterStanfey,  Manager,  Goto  Market 
Analysis,  World  Goto  Care*  Mr  "fed 
Reeve,  Gold  Analyst  Equity  Research. 
Scotia  Coktal  Markets;  Mr  Nel  Newltt. 
ConsuitanL  JArontSotaman  Sachs. 

Contact  Julie  Crossan 
FT  Conferences 
Tel: +44  171  873  3263 
Fax:  +44  171  873  3087 
E-mail:  (uire.crossaniiitFT.com 

London 


LANGUAGE 

COURSES 


REGENT 


LANGUAGES 
FOR  BUSINESS 

• Tador ed  tutnn  tor  busness  p«euie 

• Courses  lor  ndivduets  xd  groups 

• Incompany  or  at  our  wrtres  n 
Lonoon.  Orfont  Bnghton,  Kent  and 
Eitnburgh 

• Expert  teactang  mover  40 
languages  ndutatg  Esglefi 

Rexert  Uneupbone 
31  John  Men  St.  Lumtun  WC2W  6HX 
TeJephone:  0171  B39  3622 
Fax:  0171  S393677 


COURSES 


MARCH  15  - 17  (Revised  Date) 

UnMn  - partners  m ftaanetaf  knowledge 
Evaluating  Banks 

• Banking  SupcniMon  jnd  Regubumn 

• Finuncijl  InfnnnaUun  • Key  Ralirv. 
and  Cjpiljl  Adequacy  - Pulilical. 
Econnmic.  -Snctal  and  Technological 
RlnU  • Cnumry  Rixk  ExfUMjrc  AruJy'u. 

• Emrrpin;  Markets  * The  Rnlc  of 
Credit  Rannji  Aycncte- 

CooUl-l  Rircfnn  Tranunp  A Cotraitun^ 
Td.  017 1 «*29  MxB  Fax:  OI7 1 W 6M4 
Email:  wachomhir  tare  tan.com 
liucmcc  hap-V/w.  . birctumnuni ng  .com 
LONDON 


MARCH  24 -26 

Urohirr  - partners  fn  Bnancta!  SnovMge 

Asset  Securitisation 

• The  Si  rut  lure  of  a typical  AN-el 
Seeurilixnrion  • Characien«iic«  nf 
Sccuniisable  Audi  - Objective-  ot'  die 
Orifinaior  - The  Role  of  the  Advi.w 
- The  Role  ot  the  Rating  Apcncy  ■ The 
Otgoctivc'.  of  ihc  Invoior  - Stmeiunnp. 
Pricing  and  Diuntaiting  die  Lvwe  ■ FVxi 
brae  Mancr- 

Comacc  Burhin  Training  A Coowiliinj: 
TeL  l'17t  hjn  <*33 Fax:  fU?1  hlOJ 
Email  »JEhomhu*hirehinjciwn 
Iiuemel:  hup  //utwm  Inruhmtrainrng  oim 
LONDON 


FAST,  EFFECTIVE.  AFFORDABLE 

Would  speaking  your 
Customer's  language 
have  made  the 
difference  ? 


Did  your  last  meeting  overseas  go  as  well  as  you  had 
hoped  ? No  ? Why  not  ? Did  you  lose  out  to  a competitor 
who  did  speak  the  language  of  the  customer  ? 
Don't  let  it  happen  again  - 

Call  BERLITZ  for  details  of  'Doing  Business  in* 
French/German/Spanish  NOW  on 


Conferences, 
Venues 
& Courses 


0131  -226  7198 


Helping  the  World  Communicate. 


APRIL  29 

Japanese  Financial  Markets 

Cm  ifw  bpMcM  economy  survive 
financial  restructuring.'  This  one-day 
seminar  will  examine  Ihc  current 
posit lun  of  ihc  Japanese  economy, 
covering  issues  from  corporate 
5a sentence,  stole  finances  anil  lahnir 
marker  policy  lo  aructural  reform  and 
Ihc  real  ■unluat.  for  the  future. 

Contact:  lulic  C rrr, 

FT  Oviferenccs 
Ts-f  4ii:i  87?  32nj 
Fas  +44  IT*  V??  XH,7 
E-nuil:  julie.wrossan^  FT.com 

LONDON 


MARCH  22-24 

UnMn  - pmrtnera  fri  BfianetaT  knomiedga 

Facility  Documentation 

• Type-  of  Borrowers  and  ihcir  LcroI 
Menury  • Facihry  Leaers  and  Covcamu. 
U-net-  of  Cienfofl  ■ Lending,  tjuaranroc 
and  Ssvuury  Dccumemaon  ■ Registration 
Procedures  • R«d  and  Ftoanag  Charpes 
Prmrilics  • Legal  Requirements  and 
OHigalioas  • Rcguloiocy  EnsironmeM 

• Common  \1istaLes  and  Problem? 
- Dtahng  nidi  Defaults 

Contact:  Birchut  Training  & Canralimg 
TeL  0I7J  Q29  ijft??  Fax:  0171  6644 

Email:  waghrailbi^'Nrchlll  com 
itaemer  tnipy/wvre-.huchiKraininfLimtn 
LONDON 


APRIL  19  - JUNE  7 
FT  City  Course 

The  FT  City  Course,  wtnch  takes  place 
ovcrS  weekly  altamoaa  sosbxn.  provider 
on  escf  Hem  muoduciian  in  die  City  of 
London  us  a major  rmanrial  and  uaduye 
centre.  Speakers  include  Mr  Roper  Miles. 
British  Bankers'  Association:  Mr  i-ssh 
Aimeata,  Credit  Suva;  Frr4  Mr 

John  Shepperd.  Drcsdner  Kleinunirt 
Benson  and  Mr  Narmb  Sonpar.  Rangin' 
Naumdedr  hns 
Contact  Juhe  Ciwctan 
FT  Confetonro 
TeL  +44  171  873  3263 
Fax:  +44  171  B73  3067 
E-mail:  jBlie4TO.simHtFT.cnin 

LONDON 


IFFs  stare  of  the  art  training  centre 
focared  In  the  hood  ol  too  Gdy  of 
London  m Ouaan  Vieiorra  Street  it 
toe  Ideal  venue  lor  company 
tramlng  and  ofl-srio  meetings. 

•7  Accommodates  10-78  people 
7 Fully  AV  equipped 
• > First  ctasc  catering 
1 FuB  support  ot  IFFs  training 


> Competitive  prices 


Chm iso  frum  3/4*  holds  with 
mnfcfokv  and  mwirn^  facilities 
at  value  l«ir  money  prices, 

uccumnindaiint!  up  to  2ll0 
delegates.  AI.m>  offers  extensile 
isppurtuniiics  I'nr  incentive  trips, 
leisure  activities  and  partner 
pn  ijnimmi-s. 

Contact:  Katherine  Dcspres 
Tel:  01481  726611 
Fax:  01481  721246 


A iwi  picjij.-Hiir.  ciry  i\™v  uiThm  Ilk 
FnuiKt.il  Time-.  Head  "r Ike  IdiMlI; 
,-uileil  I'nr  ■ eminir..  prc--.  launihe-. 
snrporale  functions  and  jaKlljil 
rccepiinns.  .Scf<hL4h.'aled  aisJu • s j-ilj! 
A^opmcn  suitable  ti*  aJl  iuquin.nirni  I 
SupponiiC  and  prvirsMunai  .tall 
hand  hi  sou 

F nr  further  dttotit  please  nxitairl: 
Jay  Amin 

Tel:  +44  (OilTl  873  34KA 
Fax:  *44 1®II7I  873  3067 
Email:  jat-an  inis'  FT+xmi 


Conferences, 
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advertise  contact-; 


Sanderson 


3507 


3765 
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THE  ARTS 


HELSINKI 

A comprehensive  survey  of 
'Ttonias  Adda's  music  is  the 
highlight  of  Helsinki's  week-long 
contemporary  music  festival, 
starting  at  Finlandia  Hall  on 
Friday,  The  Sibelius  Academy 
will  stage  Powder  Her  Face,  and 
Adas  himself  will  give  a piano 
recital. 

STOCKHOLM 

The  Modema  Musset  is 
Presenting  the  first  full-scale 
retrospective  In  Scandinavia  of 
Aleksandr  Rodchenko  (right),  one 
of  the  leaders  of  the  post- 
revolutionary avant-garde  in 
Russia  The  show  opens  on 
Saturday  and  runs  until  May. 

PARIS 

The  Musge  d'Orsay  has 
organised  a “Saison  angfaise"  J 


embracing  art,  music, 
photography  and  film  from 
across  the  English  Channel.  An 
exhibition  devoted  to  Burne- 
Jones  and  the  English  pre- 
Raphaeffte  movement  opens 


LONDON 

On  Saturday  and  Sunday,  the 
South  Bank  Centre  .celebrates 
the  250th  anniversary 
of  the  birth  of 
. Goethe  with 
recitals, 
lectures  and 
master- 
classes. 

At  Sadler’s 
■ j Wefis 
Theatre 
/.  Kim 
j Brandtnip’s 
excellent  Arc 
Dance 

Company  is 
joined  by  Irek 
Mukhamedov  In  a 
brand  new  version  of  the 
Don  Juan  legend.  Should  not  be 


today,  and  the  first  of  10 
concerts  featuring  British 
ensembles  and  recitalists  takes 
place  on  Thursday,  a Hitchcock 
season  follows  in  late  May. 

NEW  YORK 

The  opening  weekend  of  New 
York  Dry  Opera's  Spring  season 
at  Lincoln  Center  rs  Jack 
Beeson's  Lizzie  Barden . based  on 
the  true-life  story  of  a New 
England  woman  who  was 
accused  of  hacking  her  father 

and  stepmother  to  death  with  an 
axe.  Premiered  in  1965,  the  opera 
was  revived  at  Glimmerglass 
three  years  ago.  City  Opera  is 
restaging  that  production  with 
Phyllis  Pancella  in  the  title  role. 
The  first  night  is  on  Saturday. 

More  than  1 70  of  Picasso’s 
ceramic  works  (right),  created  in 
the  south  of  France  between 


1947  and  1962,  will  be  on  view  at 
the  Metropolitan  Museum  from 
Wednesday  until  early  June. 

Seen  last  year  at 
London's  Royal 
Academy,  this  is 
the  first  major 
show  to 
concentrate 
exclusively 
on 

Picasso's 
ceramics. 

Irving 

Berfin's 
1947  musical 
Annie  Get 
Your  Gun  has 
been  updated  by 
Peter  Stone  tor  this 
revival  directed  by  Gracieta 
Dareele  and  stamng  Bernadette 
PetBrs.  It  opens  at  Broadway's 
Marquis  Theatre  on  Thursday. 


missed.  New  score,  new  design, 
a new  role  for  the  magnificent 


Mukhamedov  (for  whom 
Brandstrup  has  already  made  a 
fine  Othello).  Danish  composer 
Kim  Helveg  provides  an  original 
score. 

The  National  Gallery  has 
organised  the  first-ever 
exhibition  of  the  work  of  1 7th 
century  Italian  painter  Orzto 
Gentileschi.  It  includes  several  of 
his  monumental  Old  Testament 
masterpieces,  as  well  as 
examples  of  his  work  as  court 
painter  to  Charles  I In  London. 

The  show  opens  on  Wednesday, 
and  will  move  to  Bilbao  in  June 
and  Madrid  in  September. 

Thelma  Holt's  new  production 
of  Macbeth  arrives  in  London 
after  a short  season  in  Bath. 
Directed  by  John  Crowley,  the 
play  stars  Rufus  Sewell  and  Sally 
Dexter  (right).  It  opens  at  the 
Queen’s  Theatre  on  Wednesday. 


Man  fai  the  hot  seat  James  Forman  and  the  controversial  fflm  'Crash',  which  caused  a UK  tabloid  outcry  in  1667  when  it  was  passed  by  censors 


A good  advert  for  a bad  practice 


Nigel  Andrews  praises  former  UK  film  censor  James  Ferman  for  reducing  nannyism  to  a minimum  in  24  years  of  making  cuts 


The  Princess  Anne  Theatre  at  the 
British  Academy  of  Film  and  Tele- 
vision Arts  was  agog.  We  were 
there  for  "An  evening  pith  James 
Ferman”  in  which  the  recently 
retired  British  film  censor  would 
tell  all  - with  clips. 

We  knew  what  we  expected  to 
see:  blood  pouring  down  the 
screen,  the  psyches  of  Michael 
Death  Wish  Winner  and  Tobe 
Taras  Chainsaw  Hooper  exposed 
lividly  to  view,  and  a stream  of 
naked  people  doing  naughty  things 
in  footage  still  bearing  the  scissor- 
marks  of  a Soho  Square  office. 

What  we  got  was  both  more  and 
less.  Mr  Ferman  proved  an  affable 
host,  dark-suited  at  a lectern  where 
he  briefly  lamented  the  lack  of  a 
piano  (what  else  goes  with  “An 
evening  with . . .’’?) 

Then  he  dived  into  Jaws,  his  bap- 
tismal ftiror.  before  navigating  us 
through  a deeade-by*decade 
account  of  outstanding  rumpuses, 
from  Emmanuelle  to  Cliffhanger. 
from  the  video  nasties  to  Ai  No 
Corrida,  Oshima’s  famous  sex-with- 
art  shocker. 

Oddly  the  decades  ran  out,  or 
seemed  to,  before  the  1990s.  So  we 
had  nothing  on  Cronenberg  and 
Stone,  nothing  on  Child's  Play  2 
(the  supposed  trigger-video  in  the 
Jamie  Bulger  murder  case),  and 
nothing  on  Henry:  Portrait  Of  A 
Serial  Killer.  There  was  also  noth- 
ing on  Crash,  the  certification  of 
which  created  tabloid  hysteria  in 


1997.  As  for  that  grandaddy  pariah. 
The  Exorcist,  one  would  lore  to 
have  heard  Mr  Ferman's  reasons 
for  a video  ban  lasting  25  years, 
though  a reprieve  is  now  in  sigh:. 

But  we  must  not  carp.  Censors 
fessing  up  at  all  are  a rare  phenom- 
enon: half  a loaf,  even  a piate  of 
crumhs.  is  better  tbaD  nothing. 

And  one  cannot  imagine  a 
spokesman  more  resourcefully 
defending  and  illustrating  a prac- 
tice that  many  of  us  doub:  should 
be  practised  at  alL 

Why  should  adults  have  their 
minds  cordoned?  Why  should  par- 
ents* failure  to  police  children's 
viewing  result  in  restrictions  for 
all?  Why  should  one  man  or  com- 
mittee be  deemed  incorruptible 
when  the  rest  of  us  apparently 
need  round-the-clock  vigilance? 

Mr  Ferman’s  feat  over  24  years 
has  been  to  reduce  nannyism  to  a 
minimum.  The  proportion  of  cen- 
sor-cut films,  he  vcas  proud  to 
boast,  has  fallen  from  40  per  cent 
to  about  4.  And  with  problem  films, 
classification  upwards  has  replaced 
scissorwork.  so  that  an  iffy  15 
becomes  an  IS  or  an  R rather  than 
becoming  a butchered  mess. 

He  has  also,  unlike  some  censors, 
been  willing  to  consult  the  veflow 
pages  under  E for  experts.  With 
Jaics.  he  pulled  in  a child  psychia- 
trist and  said:  ■‘Won’t  it  give  chil- 
dren nightmares?” 

The  shrink  said:  “What  makes 
you  think  that  nightmares  are  bad 


for  children?  Nightmares  are  bad 
for  parents.  For  children  they  are 
nature's  way  of  working  out  prob- 
lems and  tensions.”  Mr  Ferman 
summoned  two  more  child  psychia- 
trists who  said  the  same.  So.  essen- 
zrally.  did  Bruno  Beuelheim  in  his 
erea;  book  on  fairy  tales,  a Ferman 
bibie. 

Halleluiah,  say  I.  Not  the  least 
bane  of  recent  times  has  been  the 


Any  censor  lasting  a 
generation  has  to 
deal  with  hysteria  that 
is  90  per  cent  of 
public  protest 

censorship  lobby  proclaiming  the 
vulnerable  purity  of  youngsters. 

Children  are  the  creatures, 
remember,  that  bully  fellow  crea- 
tures in  ways  more  arbitrary  than 
any  adult  - do  none  of  us  recall 
our  own  childhoods?  - and  whose 
fascination  with  naughty  things 
done  to  and  by  the  human  body 
begins  at  least  five  years  before 
puberty.  Yet  we  still  treat  children 
as  fragile  creatures. 

Any  censor  who  lasts  a genera- 
tion has  to  deal  with  the  institu- 
tionalised hysteria  that  is  90  per 
cent  of  public  protest  over  films. 


So  Mr  Ferman  patiently 
explained  why  The  Life  Of  Brian 
was.  literally  and  legally,  not  blas- 
phemous: why  he  had  tried  not  to 
be  excessive  in  cutting  Robin  Hood. 
Prince  Of  Thieves  i hand-lopping 
scene)  and  Cliffhanger  (hero's 
crony  used  as  football). 

He  told  us  why  Jurassic  Park 
and  The  Lost  World  could  be 
passed  Tor  children  (teachers  and 
psychiatrists  both  pointed  out  that 
children  know  dinosaurs  are 
unreal/:  why  video  nasries  were  a 
brief,  freak  phenomenon  represent- 
ing a backlash  against  70s  femi- 
nism: why  a scene  in  Ai  No  Corrida 
in  which  the  heroine  playfully 
pulls  on  a small  boy’s  penis  was 
optically  changed  so  that  it  was 
clear  what  she  was  doing  without 
our  actually  seeing  it  (it’s  a vital 
piece.  Mr  Ferman  argued,  in  her 
psyebo-portrair/:  and  why  the  sex 
in  Emmanuelle  was  un corrupting  - 
bow  could  it  not  be  with  all  that 
soft  focus  and  consensuality?  - 
save  for  one  near-rape  scene. 

“Rape  with  a positive  outcome" 
became  Soho  Square  jargon  for 
scenes  of  ravishment  that  are 
immediately  followed  by  the  hero- 
ine, say,  happily  riding  a bike 
through  spring  countryside  (see, 
and  we  did.  Emmanuelle  In  Tokyo). 

If  I believed  in  censorship  at  all.  1 
too  would  draw  the  line  at  this,  as 
at  the  sadomasochistic  whipping 
scenes  we  saw  from  L'Hisunre  d’O. 
never  passed  for  Britain,  or  the 


sadistic  fdislgrace-notes  inserted 
by  Michael  Winner  into  a rape 
scene  in  Death  Wish  2. 

Pushed  to  the  mast  and  told  to 
nail  my  colours  to  it.  however.  I 
would  have  to  say  1 believe  in  cen- 
sorship in  only  two  areas:  national 
security  (don’t  tell  the  enemy 
where  our  spies  and  ships  are),  and 
criminal  acts  during  filmmaking 
(impound  material  and  arrest  mak- 
ers if  any  movie  commits  an  actual 
murder,  rape  or  atrocity}. 

As  for  those  vulnerable  children, 
their  viewing  is  not  the  business  of 
a state  or  industry  monitor,  it  is 
that  of  parents,  guardians  or 
schoolteachers.  A detailed  classifi- 
cation system  should  be  encour- 
aged. even  more  detailed  in  my 
view  than  the  present  one. 

If  that  is  considered  insufficient, 
parents  should  lock  up  the  video 
machine,  embargo  children's  trips 
to  the  video  store  or  lay  down  any 
other  tough-love  fiat  deemed  appro- 
priate. 

What  no  grown-up  should  do  is 
condone  or  connive  at  the  appoint- 
ment of  a watchdog,  singular  or 
collective,  to  police  the  dreams  and 
nightmares  of  a culture  that  should 
remain  vital,  responsive  and 
empowered  to  imagine,  and  whose 
pride  in  those  attributes  is  what , 
differentiates  a free  world  from  a 
totalitarian  one.  That  James  Fer-  < 
man  is  a good  advertisement  for  a 
bad  practice  does  not  make  the . 
practice  any  better.  I 


A dream  of 
an  evening 


BALLET 

CLEMENTCRISi^ 

A Midsummer  Might’s  Dream 
Sadler's  Wefis 

Pacific  Northwest  Ballet 
ended  its  Sadler's  Wells  sea- 
son with  the  staging  of  Bal- 
anchine’s A Midsummer 
Night ‘s  Dream  that  so 
endeared  the  company  to  us 
at  last  year's  Edinburgh  Fes- 
tival. It  is  a marvellous  bal- 
let. and  once  again  was 
excellently  well  done  by  the 
troupe. 

What  I love  about  it  is  Bal- 
anchine's clear  feeling  for 
Shakespeare  - it  is.  in  its 
sense  of  magic,  more  touch- 
ing than  the  Ashton  version, 
if  one  must  make  the  com- 
parison - and  also  Balan- 
chine’s unerring  way  with 
narrative.  He  tells  the  tale  in 
the  first  act,  and  makes  the 
second  a danced  celebration 
of  love  fulfilled.  (In  what 
seems  one  vertiginous  min- 
ute  in  Act  1.  the  choreogra- 
phy compresses  tbe  loving 
identities  of  Oberon  and 
Titania,  Theseus  and  Hippol- 
yta.  and  the  crossed  lovers, 
and  brings  on  the  rude 
mechanicals  - no  mean  feat, 
especially  when  one  is  not 
left  feeling  breathless). 

It  is  allusive,  too.  in  han- 
dling: we  have  but  to  see 
Helena  cross  the  stage  to 
sense  her  sorrows;  and  when 
tbe  emotional  knots  unravel 
at  the  end  of  tbe  first  act,  we 
have  known  the  characters 
and  understood  them.  It  is  a 
happy  touch  - and  one  that 
perhaps  relates  back  to  Bal- 
anchine’s Petersburg  inheri- 
tance - that,  like  Petipa  in 
his  version,  there  are  child 


performers  as  fairies  and 
insects:  the  use  of  these  chil- 
dren as  fireflies  in  the  last 
ecstatic  moments  of  the 
piece  is  one  of  tbe  most  felic- 
itous touches  in  a ballet  uni- 
formly felicitous  in  senti- 
ment as  in  step. 

This  Dream  is,  as  I 
reported  from  Edinburgh,  an 
abiding  joy.  and  it  is  joy- 
ously danced.  Most  of  tbe 
casting  is  as  we  saw  last 
summer.  Patricia  Barker, 
with  her  big.  luscious  style, 
is  a wonderful  Titania  - I 
love  the  way  she  can  hold  a 
pose  in  tbe  air,  sustain  its 
dynamic,  show  its  continu- 
ing life.  The  lovers  - Julia 
Tobiason  and  Lisa  Apple, 
Ross  Yearsley  and  Jeffrey 
Stanton  - are  by  turns 
ardent  and  angry,  and 
delightful.  Seth  Bellistoa  1 
found  even  more  mercurial 
as  Puck,  airy  in  jump  as  in 
wit.  and  in  the  yielding  pas 
de  deux  of  the  second  act, 
Louise  Nadeau,  with  her 
pretty  feet  and  her  musical, 
fluent  style,  is  a worthy 
inheritor  of  a role  made  for 
the  exquisite  Violette  Verdv, 
who  was  music  incarnate. 

All  in  all.  the  staging  is  a 
triumph  for  the  company, 
and  it  is  imaginatively  set 
and  amusingly  dressed 
(roses  all  the  wayfi.  Pacific 
Northwest  s opening  pro- 
gramme suggested  that  the 
troupe  shopped  for  design  at 
a branch  of  GUM  in  Seattle 
- le  style  commissar  was 
everywhere  apparent  - but 
tbe  Dream  has  a real  charm 
to  it  in  Martin  Pakledinaz' 
decorations.  The  Mendels- 
sohn score  was  admirably 
played  by  an  unnamed 
orchestra  under  Stewart  Ker- 
shaw. 


A wonderful  Titania:  Patricia  Barker  Tamara 


INTERNATIONAL 
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Guide 


AMSTERDAM 

OPERA 

Netherlands  Opera,  Het 

Muzfektheater 

Tel:  31-20-551  8911 
Die  Zauberfl&te:  by  Mozart. 
Conducted  by  Hartmut  Haenchen 
jn  a revival  of  Pierre  Audi  s 
staging  co-directed  by  Saskra 
Boddeke;  Mar  5 


critic  and  theorist  Includes 
drawings,  watercolours  and 
photographs:  to  Mar  7 


GLASGOW 

OPERA 

Scottish  Opera,  Theatre  Royal 
Tel:  44-141-332  9000 
The  Magic  Fountain:  by  Delius. 
Conducted  by  Richard  Armstrong 
in  a new  staging  by  Aidan  Lang, 
with  designs  by  Ashley 
Martin-Davis;  Mar  4.  6 


LONDON 

DANCE 

Sadler’s  Wells 

Tel:  44-171-863  3000 

Arc  Dance  Company:  The  Return 

of  Don  Juan.  In  a new  staging  by 

Kim  Brandstrup.  starring  Irek 

Mukhamedov.  With  an  original 

score  by  Kim  Heiweg;  Mar  1, 

2,3 


City  of 
Weill , 

?w  staging 
□nducted  by 
h designs  by 
tbel  Ines 


ploring 


OPERA 

English  National  Opera, 

London  Coliseum 
Tel:  44-171-632  8300 
Parsifal:  by  Wagner.  Conducted 
by  Mark  Elder  in  a new  staging 
by  Nikolaus  Lehnhoff,  with  sets 
by  Raimund  Bauer  and  costumes 
by  Andrea  Schmidt-Futterer.  Cast 

includes  Kim  Begley  and 

Jonathan  Summers;  Mar  3.  a 


1181 
a Symphony 
cted  by  Lorin 
ay  R.  Strauss 


2nd  Couperin:  Mar  4,  5 

• Beethoven  Academie: 
conducted  by  Christopher 
Hogwood  in  works  by  Mozart 
and  Haydn,  with  piano  soloist 
Stefan  Vladar;  Mar  3 

• Sinfonia  Varsovia:  conducted 
by  Yehudi  Menuhin  in  works  by 
Mendelssohn- Bartholdy  and  J. 
Brahms;  Mar  2 

DANCE 

Philharmonic  Gasteig 
Tel:  49-89-5481  8181 
Bolshoi  Ballet:  mixed  programme 
of  Russian  works;  Mar  1 


NEW  YORK 

EXHIBITION 

Metropolitan  Museum  of  Art 
Tel:  1-212-879  5500 
wwe/.metmuseum.org 
Picasso:  Painter  and  Sculptor  in 
Gay.  Seen  last  year  at  London's 
Royal  Academy,  this  show  brings 
together  175  ceramic  works  by 
Picasso,  mostly  created  between 
1947  and  1962;  from  Mar  3 to 
Jun  6 

OPERA 

New  York  City  Opera,  New 
York  State  Theater 
Tel:  1-212-870  5570 
vmw.nycopera.com 

• Lizzie  Borden:  by  Jack 
Beeson.  New  production 
conducted  by  George  Manahan 
in  a staging  by  Rhoda  Levine, 
with  Phyllis  Pancella  In  the  trite 
role;  Mar  6 

• Madama  Butterfly:  by  Puccini. 
Conducted  by  Guido  Johannes 
Rumstadt  in  a staging  by  Mark 
Lames  test  seen  in  November, 
with  sets  by  Michael  Yeargan 

i 


and  costumes  by  Constance 
Hoffman:  Mar  7 


PARIS 

EXHIBITIONS 
Mus4e  d'Orsay 
Tel:  33-1-4049  4814 
www.  Musee-Orsay.  fr 

• Edward  Bume- Jones:  major 
retrospective  of  the  British 
pre-Raphaelile  painter,  which 
forms  the  mainstay  of  the 
museum's  ‘saison  anglais';  from 
Mar  4 to  Jun  6 

• Gothic  Revival:  Architecture 
and  Decorative  Arts  of  Victorian 
England.  Display  examining  the 
fascination  of  mid-19th  century 
artists  with  medieval  society,  with 
particular  emphasis  on  the 
nascent  Arts  and  Crafts 
movement:  from  Mar  2 to 

Jun  6 

OPERA 

Opera  National  de  Paris,  Opera 
Bastille 

Tel:  33-1-4473  1300 
www.  opera-de-paris.  ir 
Macbeth:  by  VerdL  Conducted 
by  Gary  Bertirri  in  a staging  by 
Phyllida  Lloyd,  with  designs  tty 
Anthony  Ward.  Cast  includes 
Jean-Philippe  Latent  and  Maria 
Guleghina;  Mar  2.  5 

Opera  National  de  Paris,  Palais 
Gamier 

Teh  33-1-13439696 
www.opera-de-paris.fr 
La  Clemenza  di  Tito:  by  Mozart. 
Conducted  by  Ivor  Bolton  !n  a 
staging  by  Willy  Decker  with 
designs  by  John  MacFariane. 
Cast  includes  Theo  van  der 
Walt  and  Christine  Goerke; 


Mar  1.  4,  7 


POTSDAM 

EXHIBITION 
Cinema  Museum 
Leni  Riefenstahi:  first  major 
German  exhibition  of  the  film 
maker  since  the  war.  Includes 
films  produced  during  the  Nazi 
period  and  more  recent 
photographic  work;  to  Feb  28 


ROME 

EXHIBITION 

Palazzo  delle  Esposizioni 
Tel:  39-06-474  5 903 
Poussin:  Early  Years  in  Rome. 
Display  of  41  works  produced 
between  1624  and  1628.  The 
centrepiece  is  The  sacking  of 
the  temple  in  Jerusalem  by  Titus' 
(1925/6),  commissioned  by  the 
Barberini  family.  Includes  major 
public  and  private  loans  from 
Europe  and  the  US;  to  Mar  1 


SEATTLE 

OPERA 
Seattle  Opera 

Tel:  1-206-389  7676 
www.seat6eopera.org 
Vanessa:  by  Samuel  Barber. 
Conducted  by  Yves  Abel  in  a 
staging  by  Sharon  Ott.  The  title 
role  is  sung  by  Sheri 
Greenawakf/Ashley  Putnam:  Mar 
3.  5,6 


TAMPERE 

EXHIBITION 

Sara  Hikten  Art  Museum 
Tel:  3583-214  3134 
www.tampere.fi/Nlden 

i 


Tony  Cragg:  33  sculptures  and  a 
large  number  of  drawings  by  the 
British-born  artist,  now  working 
in  Germany.  The  works  on 
display  are  from  the  period 
1988-1998;  to  May  9 


THE  HAGUE 

EXHIBITION 
Gemeentemuseum 
Tel:  31-70-3388  1111 
Silver  from  the  time  of  the  United 
East  India  Company:  display  of 
silver  manufactured  in  the  17th 
and  18th  centuries  in  former 
Batavia.  Works  from  the 
collection  are  supplemented  with 
important  private  loans;  to 
Mar  21 


TOKYO 

CONCERT 
Suntory  Hall 
Tel:  81-3-3584  9999 
Orchestra  National  du  Capitole 
de  Toulouse:  conducted  by 
Michel  Plasson  in  works  by 
Debussy,  Ravel  and  Berlioz; 
Mar  4 


VIENNA 

EXHIBITIONS 

Austrian  Museum  of  Applied 
Arts 

James  Tuned:  retrospective  of 
the  American  artist  who 
incorporates  the  elements  into 
his  architectural  designs. 
Including  two  site-specific 
installations,  the  show  also 
features  photographs  and 
drawings  of  the  extinct  volcano 
in  which  Turrell  has  been  working 
since  the  1970s;  to  Mar  21 


KunstHausWien 
Tel:  43-1-712  0495 
Jean-Michel  Basquiat  Paintings 
and  Works  on  Paper.  100  works 
on  loan  from  the  Mugrabi 
Collection:  to  May  2 


ZURICH 
EXHIBITION 
Kunsthaus  Zurich 

Teh  41-1-251  6765 
Chagall,  Kandinsky,  Malevich  and 
the  Russian  Avant-garde: 
includes  important  loans  from  the 
State  Hermitage  Museum  in  St. 
Petersburg  and  provincial 
Russian  museums;  to  Apr  25 


TV  AND  RADIO 

• WORLD  SERVICE 

BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
548  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 
Monday  to  Friday,  GMT: 

06.30;  Moneyf/ne  with  Lou  Dobbs 
13.30:  Business  Asia 

19.30:  World  Business  Today 
22.00:  World  Business  Today 
Update 

• Business/Market  Reports: 
05:07;  06:07;  07:07;  08:20;  09:20; 
10:20;  11:20;  11:32;  12:20;  13:20: 
1420. 

At  08:20  Tanya  Beckett  of  FTTV 
reports  live  from  UFFE  as  the 
London  market  opens. 
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COMMENT  & ANALYSIS 


FT  INTERVIEW  LEE  TENG-HUI 

The  unrepentant  leader 

Taiwan’s  president  is  in  tough  talking  mood,  say  Peter  Montagnon  and  Mure  Dickie 


Lee  Teng-hui  comes  across 
as  an  eminently  reasonable 
man.  The  smile  is  natural 
and  continuous,  not  forced 
and  clenched  as  many 
photographs  suggest.  His 
manner  is  mild  and  relaxed, 
as  befits  the  man  who 
brought  democracy  to 
Taiwan  and  is  now  the 
country’s  president. 

The  snag  is  that  his  words 
are  anything  but  reasonable 
to  those  to  whom  they  are 
most  clearly  directed  - his 
arch  rivals  in  mainland 
China  who  have  been 
alternately  bullying  and 
cajoling  Taiwan  to  accept 
speedy  unification  with  a 
long-separated  motherland. 

Id  an  Interview  laced  with 
banter  in  English  and 
Japanese  about  sport  and  his 
granddaughter's  schooling  in 
the  UK,  an  unrepentant  Mr 
Lee  avoided  the  ultimate 
provocation  in  the  form  of  a 
formal  declaration  of 
Taiwan's  independence.  But 
be  described  Taiwan  as  an 
independent  and  separate 
entity  of  government, 
expressed  support  for 
Taiwanese  participation  in 
the  planned  US  theatre 
missile  defence  system 
(TMD).  which  has  recently 
so  enraged  Beijing,  and 
insisted  that  Taiwan  could 
teach  China  a thing  or  two 
about  democracy. 

Far  from  injecting  a note 
of  calm,  these  latest 
utterances  - coining  just  as 
the  US  released  a report 
warning  of  a Chinese  missile 
build-up  against  Taiwan  - 
will  add  to  already  mounting 
tensions.  They  may  provoke 
an  even  greater  sense  of 
despair  in  Beijing  over  the 
chances  of  engineering  a 
peaceful  resolution  to  their 
sovereignty  dispute. 

In  turn,  they  will  be 
viewed  with  consternation 
by  those  who  worry  that  an 
outbreak  of  hostilities  across 
the  Taiwan  Strait  could 
become  a threat  to  global 
peace. 

Mr  Lee.  76.  a native-born 
Taiwanese  brought  up  in  the 
Japanese  colonial  period,  is 
an  instinctive  politician  with 
a popular  touch. 

Many  analysts  believe  he 
has  deftly  caught  the 
Shifting  political  mood. 
Taiwan’s  establishment  is  no 


longer.dominated  by 
mainlanders  who  fled 
post-revolutionary  China 
and  have  always  dreamed  of 
returning,  while  a young 
and  affluent  broader  public 
identifies  less  and  less  with 
communist  China. 

The  Kuomintang  party, 
which  Mr  Lee  leads,  still 
espouses  the  ideal  of 
eventual  unification  and  he 
maintains  that  nothing  has 
happened  to  undermine  this 
possibility.  But  Taiwan  has 
developed  its  own  unique 
sense  of  culture.  Unification 
must  only  occur  when  the 
conditions  in  China  are 
appropriate  and  on  terms 
that  respect  Taiwan's 
dignity.  In  the  meantime,  he 
says,  “you  must  consider 
Taiwan  is  an  independent 
and  sovereign  area,  and  a 
political  entity". 

That  is  essentially  where 
his  unyielding  argument 
begins  and  ends.  His  aides 
would  prefer  him  to  speak 
not  of  Taiwan  and  say  he 
always  means  to  use  the 
island's  less  provocative 
official  name,  the  Republic 
of  China.  But.  perhaps 
deliberately  or  perhaps 
because  he  is  too  relaxed  in 
a foreign  language,  he 
repeatedly  uses  the  term. 
Taiwan,  that  smacks 
outrageously  to  Beijing  of 


tacit  support  for 
independence. 

While  Taiwan  is  keen  to 
talk  to  the  mainland  about 
practical  issues  like  fishing 
rights  and  Investment,  Mr 
Lee  lays  little  emphasis  on 
the  prospect  of  substantial 
political  dialogue  at  present 
The  next  round  of  talks  in 
Taipei  will  simply  give  Wang 
Daohan,  Beijing’s  negotiator, 
a chance  to  see  for  himself 
what  Taiwan  has  achieved. 
“He’s  invited.  He  will  learn 
about  Taiwan.  He  will  get  to 
understand  what  is 
democracy,  what  is 
freedom." 

As  for  TMD.  the  concept  of 
a US-led  regional  defence 
system  against  missile 
attacks  is  officially  only  an 
option  that  is  under 
consideration,  but  Mr  Lee  is 
unmoved  by  worries  that  it 
could  be  a financially  costly 
investment  that  might  also 
provoke  China  into  taking 
military  action  against 
Taiwan. 

Instead  he  is  taken  with 
the  idea  as  a means  of 
forcing  China  into  scaling 
back  its  weapons  and 
entering  talks  on  Taiwan's 
terms.  '‘Maybe  they  might 
have  to  throw  away  their 
missiles.”  be  chortles. 

Equally  he  remains 
unrepentant  about  his 


controversial  visit  to  the  US 
in  1995.  It  was  not,  as  many 
believe,  the  US  decision  to 
grant  him  a visa  that  caused 
a lengthy  deterioration  in 
Sino-US  relations  but  a 
power  struggle  within 
China,  which  was  then 
preparing  to  adapt  to  the 
post  Deng  Xiaoping  era.  If 
the  situation  arose,  be  would 
go  on  such  a visit  again. 

This  Is  the  kind  of 
approach  he  would  like  to 
see  continue  after  his 
present  term  ends  next  year. 
He  will  not  stand  in  the 
presidential  election  next 
March  but  wants  his 
successor  to  stand  for 
continuity. 

After  the  election,  the 
Presbyterian  Mr  Lee  says  he 
wants  to  devote  his  time  to 
something  useful  like 
missionary  work  among 
Taiwan's  aboriginal 
population.  But  he  will 
retain  his  position  as  party 
chairman  for  two  further 
years,  giving  him  an 
important  influence  over 
politics  if  the  KMT  candidate 
wins.  From  that  position  he 
will  doubtless  continue  to 
campaign  for  his  own 
concept  of  what  Taiwan  is 
and  what  it  stands  for. 

Despite  the  emphasis  laid 
frequently  in  Taiwan  on  the 
status  quo,  it  is  a concept 
that  has  developed 
considerably  during  Mr  Lee’s 
time  in  office.  In  the 
parliamentary  elections  last 
December  he  began  to  speak 
of  the  new  Taiwanese,  a 
citizen  with  a uniquely  local 
culture  who  has  cast  aside 
the  old  ethnic  divisions 
between  native-boni  and 
recent  Immigrants. 

This  concept  is  not 
inconsistent  with  the 
principle  that  Taiwanese  are 
ethnically  and  culturally 
Chinese.  Mr  Lee  believes, 
but  it  is  a backhanded  form 
of  reassurance.  Taiwan,  he 
says,  is  developing  a new 
style  of  Chinese  culture, 
which,  after  eventual 
unification,  will  become  a 
model  for  the  whole  country 
in  terms  of  politics, 
education  and  justice. 

Behind  the  red  walls  of  the 
Zhongpanhai  leadership 
compound  in  Beijing, 
President  Jiang  is  scarcely 
going  to  appreciate  that 
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LETTERS  TO  THE  EDITOR 


Environmentalists  and  GM  debate 


From  Mr  Charles  Secrett. 

Sir,  Your  leading  article 
“The  perversion  of  science" 
(February  20-21)  on  the 
genetically  modified  food 
debate  suggests  that  “organi- 
sations such  as  Friends  of 
the  Earth... have  too  often 
been  contemptuous  of  facts 
and  dishonest  in  their  use  of 
scientific  findings".  You  pro- 
vide no  evidence  whatsoever 
to  support  this  claim. 

Our  role  in  the  GM  food 
controversy  has  mainly  been 
to  publicise  environmental 
concerns  about  GM  crops. 
These  include  the  danger  of 
cross-pollination  producing 


From  Mr  Michael  KenuxaxL 

Sir,  Gerald  Dorey  (“Mon- 
santo miscalculated  over 
environmentalism",  Letters, 
February  25)  is  spot  on  in  bis 
assessment  of  the  role  of  the 
environmentalists  In  fuelling 
the  media's  feeding  frenzy 
over  genetically  manipulated 
foods.  But  he  spoils  his  argu- 
ment by  a blanket  assertion 
of  “the  inability  of  the  media 
to  forgo  a nice  horror  story”. 

This  saga  has  been  as 
much  as  anything  an  excel- 
lent case  study  in  how  the 
press  reports  science.  With 
the  exception  of  the  ever 


From  Mr  lan  Mansfield. 

Sir,  The  destruction  of  2m 
anti-personnel  landmines  by 
the  British  Army  is  encour- 
aging news  (your  report, 
February  23).  The  UK  is 
sending  a clear  signal  to 
other  countries  about  the 
importance  of  destroying 
stockpiles  of  landmines,  as 
required  by  the  Ottawa  Con- 
vention. Tbe  landmine 
treaty,  signed  by  133  coun- 
tries and  ratified  by  65. 
comes  into  force  today.  It 
requires  countries  that  have 
ratified  to  destroy  their 
stockpiles  of  landmines  by 
March  2003,  and  to  ensure 


environmentally  damaging 
mutations,  the  likelihood 
that  pesticide  and  weedkiller 
resistant  crops  may  encour- 
age use  of  more,  or  more 
powerful,  sprays  - damaging 
to  biodiversity  - and  the 
risks  of  allowing  large  multi- 
national companies  to  gain 
further  control  over  our  food 
chain  by  patents  on  key 
genes  and  restrictive  con- 
tracts with  farmers. 

For  each  of  these  argu- 
ments we  have  provided 
extensive  evidence,  which 
can  be  found  on  our  internet 
web  site  by  anyone  with 
sufficient  energy  to 


daft  tabloids  and  the  congen- 
itally green  publications 
printed  with  vegetarian  ink. 
much  of  the  coverage  was 
actually  balanced  and 
informed.  Several  correspon- 
dents even  went  so  far  as  to 
explain  bow  science  works, 
and  that  Dr  Arpad  Pusztai’s 
techniques  of  information 
dissemination  feD  at  the  first 
hurdle.  Publication  by  press 
conference  has  never  carried 
much  weight 
Having  defended  my  col- 
leagues in  science  writing.  I 
can  understand  why  the 
political  and  general  report- 


the  destruction  of  deployed 
landmines  within  10  years. 

The  destruction  of  stock- 
piles is  an  extremely  impor- 
tant step,  and  in  some  cases 
an  enormous  task.  Ukraine, 
for  example,  is  estimated  to 
have  10m  mines  in  its  stock- 
pile, and  has  approached 
Canada  for  assistance  in 
destroying  them.  However, 
the  concern  among  humani- 
tarian and  relief  agencies  is 
that  the  already  limited 
funding  for  existing  mine 
clearance- related  projects 
should  not  be  diverted  to 
pay  for  stockpile  destruction, 
and  that  additional 


conduct  some  research. 

If  your  newspaper  wishes 
to  lecture  other  parts  of  the 
media  about  their  attitude  to 
science,  it  would  strengthen 
your  case  if  your  own  atti- 
tude to  facts  were  a little 
less  cavalier,  and  if  your  , edi- 
torial writers  had  sufficient 
journalistic  integrity  to 
check  their  more  damaging 
assertions  before  they 
appear  in  print. 

Charles  Secrett, 
director. 

Friends  of  the  Earth, 

26-28  Underwood  Street, 

London  Nl,  UK 


era  made  a bit  of  a dog’s 
dinner  of  the  story,  but  I am 
puzzled  by  the  alacrity  with 
which  several  environmental 
correspondents  unthinkingly 
bought  the  greenwash,  often 
reaching  very  different  con- 
clusions from  their  science- 
writing colleagues.  Perhaps 
they  have  spent  too  much 
tinn>  with  environmentalists 
and  have  caught  their 
allergy  to  scientific  facts. 

Michael  Kenward, 

Grange  Cottage, 

Staplefield. 

West  Sussex.  RH17  6EL,  UK 


resources  must  be  forthcom- 
ing for  this  task. 

Nor  should  tbe  neutrality 
of  existing  civilian  mine 
action  programmes  be  com- 
promised by  requiring  them 
to  enter  military  bases.  Sepa- 
rate bilateral  arrangements 
must  be  developed  between 
nations'  militaries  to  under- 
take these  “single  event" 
stockpile  destructions. 

Ian  Mansfield, 
head  of  mine  action  team. 
United  Nations 
Development  Programme. 
One  United  Nations  Plaza, 
New  York.  NY  100017,  US 


Wrong  about 
US  recessions 

From  Dr  Wynne  Godley. 

Sir.  Arun  Hargobind 
(Letters,  February  24)  is 
wrong  when  be  asserts  that 
“recessions  [in  the  US]  are 
kept  shallow  by  stimulating 
the  tradeables  sector  with  a 
weaker  dollar”. 

During  the  1974-75  reces- 
sion there  was  a short-lived 
depreciation  of  the  dollar; 
but  the  temporary  improve- 
ment in  the  trade  balance 
was  so  small  that  it  did  little 
to  alleviate  the  recession. 
During  the  1981-82  recession 
the  dollar  strengthened  spec- 
tacularly and  there  was  a 
deterioration  in  the  trade 
balance  that  accentuated  the 
recession.  During  the  1990-91 
recession  there  was  a small 
depreciation  of  the  dollar  but 
the  improvement  in  tbe 
trade  balance  was  not  nearly 
large  enough  to  mitigate  the 
recession  significantly. 

Mr  Hargobind's  reference 
to  the  (small)  fall  in  the 
dollar  between  April  1991 
and  August  1992  is  very 
obscure,  particularly  as  the 
trade  deficit  increased  from 
$12bn  in  the  second  quarter 
of  1991  to  $3Sbn  in  the  third 
quarter  of  1992.  This  was  a 
period  when  the  dollar  was 
fluctuating  about  a flatfish 
trend  and  tbe  numbers  are 
greatly  affected  by  small 
differences  in  the  periods 
chosen  for  comparison  - for 
instance,  between  the  first 
quarter  of  1991  and  the 
fourth  quarter  of  1992  the 
(trade  weighted)  dollar  rose 
nearly  5 per  cent. 

Mr  Hargobind  completely 
ignores  the  fact  that  the 
large  and  growing  excess  of 
private  expenditure  over 
income  in  the  US  has  no  pre- 
cedent and  he  does  not 
address  my  argument  that 
this  unique  excess  carries 
unusual  dangers. 

Wynne  Godjey, 

The  Jerome  Levy  Economics 
Institute  of  Bard  College, 
BUthewood. 

Annan  dale-on-Hudson. 

New  York  12504-5000.  US 


Allergy  to  scientific  facts  Is  catching 


Huge  task  of  destroying  landmine  stockpiles 
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Maintaining  an 
indispensable  role 

Rather  than  attempting  to  play  at  lender  of  last  resort,  a role  for  which  it  is  not  well 
equipped,  the  IMF  should  settle  for  a less  ambitious  approach  to  its  lending  policies 


In  the  debate  about 
“reforming  the  interna- 
tional financial  archi- 
tecture" (really  a 
matter  of  renewing  the 
wiring  and  plumbing,  but 
changing  the  architecture 
sounds  more  important), 
there  have  been  several  calls 
for  the  International  Mone- 
tary Fund  to  become  a 
lender  of  last  resort.  These 
1 suggestions  pose  serious 
problems. 

I Rather  than  have  the  IMF 
play  a role  that  it  is  not  well 
1 equipped  to  take  on  and  that 
carries  a considerable  risk  of 
moral  hazard,  the  Fund 
should  settle  for  a less  ambi- 
tious approach  in  its  lending 
policies,  while  seeking  to 
increase  the  involvement  of 
the  private  sector  in  dealing 
with  financial  crises. 

Using  this  approach,  the 
IMF  could  continue  to  play 
an  indispensable  role  in  deal- 
ing with  countries  facing 
serious  external  imbalances. 
In  fact,  there  is  a need  to 
strengthen  the  role  of  the 
Fund  as  tbe  “indispensable 
lender”,  not  by  providing 
ever  larger  credits  but  by 
making  sure  that  uther 
creditors  take  their  fair 
share  in  the  resolution  of 
international  financial 
upheavals. 

The  notion  of  a lender  of 
last  resort  is  best  known  in  a 
domestic  context,  where  cen- 
tral banks  stand  ready  to 
provide  liquidity  to  illiquid 
but  solvent  banks,  usually 
against  collateral  und  at  a 
penalty  rate. 

Applying  this  concept  to 
the  IMF  is  inaccurate  on  two 
counts:  tbe  Fund  is  not  a 
world  central  bank  with 
unlimited  money-creating 
powers;  and  it  lends  to  coun- 
tries. not  to  banks.  These 
two  Tacts  mean  the  IMF  can 
assume  a lender-of-Iast- 
resort  role  only ’to  a limited 
extent. 

Its  resources  come  from 
national  governments  which 
are  clearly  unwilling  to  pro- 
ride it  with  the  amount  of 
money  that  such  a role 
would  entail.  Also,  the  Fund 
cannot  make  a distinction 
between  solvent  and  insol- 
vent countries.  Indeed,  tbe 


very  concept  of  insolvency  is 
not  well  suited  to  sovereign 
nations. 

Even  though  tbe  IMF  can- 
not be  a fully-fledged  lender 
of  last  resort  because  of  its 
funding  constraint,  attempts 
at  playing  such  a role  could 
be  harmful,  especially  when 
announced  in  advance.  Tbe 
moral  hazard  this  would 
create  could  be  unacceptably 
high,  and  efforts  to  achieve 
an  equitable  burden-sharing 
in  times  of  financial  crises 
would  be  seriously  under- 
mined. 

Granted,  moral  hazard 
problems  would  probably 
not  be  serious  with  respect 


to  the  borrowing  countries, 
as  long  as  adequate  condi- 
tionality is  maintained.  But 
they  apply  with  full  force  on 
the  creditor  side.  Banks  and 
other  financial  institutions 
have  the  IMF  very  much  in 
mind  as  a source  of  comfort 
when  making  decisions 
about  whether  to  lend  to 
risky  countries,  where 
higher  yields  can  be 
obtained. 

While  suggestions  have 
been  made  to  reduce  such 
moral  hazard,  they  are  not 
very  convincing.  The  only 
way  to  reduce  moral  hazard 
drastically  is  for  the  IMF  to 
refrain  from  attempts  to 
become  a lender  of  last 
resort. 

In  this  light,  the  proposal 
to  create  a contingent  credit 
line  within  the  IMF  Is  not 
helpful.  Tbe  obvious  danger 
Is  that  Lhe  existence  of  such 
a contingent  credit  line  on 
top  of  the  already  existing 
facilities  or  the  IMF  would 
proride  even  more  comfort 
to  private  sector  lenders. 

Moreover,  it  could  well 
engender  moral  hazard  on 
the  borrower  side.  too.  This 
is  because  a contingent 
credit  line  in  effect  consti 


tutes  an  up-front  guarantee 
that  the  IMF  will  bail  out  a 
country  that  in  the  past  has 
conducted  adequate  policies. 
Under  such  a system,  it 
would  be  hard  to  maintain 
the  sort  of  conditionality 
required  under  existing 
Fund  facilities,  with  their 
prior  requirements  and  per- 
formance criteria. 

Those  who  are  sceptical 
about  this  argument  should 
think  about  what  would 
have  happened  if  such  a con- 
tingent credit  line  had  been 
available  to  Indonesia  or 
South  Korea  in  1997  or  to 
Brazil  in  1998. 

A prior  question  lurks 


behind  the  debates  on  lender 
of  last  resort  and  the  contin- 
gent credit  line:  is  It  really 
essential  for  the  IMF  to  pro- 
ride the  bulk  of  countries' 
financing  needs  in  order  to 
play  a central  role  in  the  res- 
olution of  their  financial  and 
economic  problems? 

Experience  su  far  suggests 
the  answer  is  no.  The  Fund 
provides  on  average  no  more 
than  10  per  cent  of  the  finan- 
cing requirements  of  the 
countries  that  turn  to  it  for 
support  (in  special  cases  it 
has  been  considerably 
largcr).  Yet  it  is  generally 
considered  to  be  the  pivot  of 
the  process. 

This  Is  the  role  or  the  IMF 
as  the  indispensable  lender. 
The  Fund  is  indispensable 
because  its  conditionality 
constitutes  the  best  possible 
guarantee  of  timely  repay- 
ment (most  countries  cannot 
provide  adequate  collateral). 
It  also  provides  the  best 
hope  of  a - possibly  lasting 
improvement  in  the 
borrowing  countries'  eco- 
nomic policies 

Other  official  lenders  tend 
to  link  their  money  to  a 
Fund  programme:  the  Paris 
Club,  the  World  Bank,  the 


European  Union  and  official 
bilateral  lenders.  Also,  pri- 
vate sector  participants,  par- 
ticularly commercial  banks, 
are  more  willing  to  lend  to  a 
country  if  an  IMF  pro- 
gramme is  in  place 
(although  obviously  this  is  a 
much  iooser  link). 

This  process  - often 
referred  to  as  the  catalytic 
role  of  the  Fund  - is  only 
one  element  of  its  “indis- 
pensable lender"  role.  Tbe 
IMF  also  co-ordinates  the 
contributions  of  other  offi- 
cial creditors  - during  a 
crisis. 

Indeed,  the  Fund  might 
well  do  more  here,  especially 
in  involving  the  private 
sector.  The  missing  link  in 
dealing  with  international 
financial  crises  has  often 
been  the  lack  of  mechanisms 
for  involving  private  compa- 
nies. In  playing  3 more 
active  and  at  times  forceful 
role  here,  the  IMF  would 
strengthen  its  role  as  indis- 
pensable lender  without 
resorting  to  the  provision  of 
even  larger  credits  of  its 
own. 

All  the  same,  the  Fund 
needs  to  tread  cautiously  in 
this  area.  While  it  and  credi- 
tor governments  should  take 
into  account  the  concerns  of 
the  private  sector  in  dealing 
with  financial  crises,  it 
should  be  kept  in  mind  that 
the  Fund's  Articles  cal)  for  it 
to  provide  credits  "to  give 
confidence  to  momhers"  - 
and  not  necessarily  to  mem- 
bers' creditors. 

In  sura,  the  IMF  should 
not  be  pushed  imo  the  role 
of  lender  of  last  resort,  a role 
that  it  cannot  wholly  fulfil 
and  is  also  fraught  with 
moral  hazard.  The  Fund  can 
and  should  continue  to  play 
a central  role  in  nrldressing 
financial  upheavals  without 
providing  the  bulk  of  the  fin- 
ancing needs  of  countries  in 
crisis. 

By  Unking  its  credits  to 
sound  economic  pro- 
grammes. and  by  involving 
other  parties,  including  the 
private  sector,  the  IMF  will 
be  tho  indispensable  lender. 

The  author  is  an  eztxuti:v 

director  of  the  IMF 


The  only  way  to  reduce  moral  hazard 
drastically  is  for  the  IMF  to  refrain 
from  attempts  to  become  a lender 
of  last  resort 
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Tax  harmony?  No  thanks 


Monday  March  1 1999  Attempts  to  reform  taxation  across  the  EU  will  meet  huge  resistance,  say  Kevin  Brown  and  Jim  Kelly 


Hong  Kong’s 
rule  of  law 


They  did  not  ask.  They 
may  not  want  to  hear 
the  answer.  But  they 
had  better  start  listen- 
ing. Oskar  Lafontaine  and  Domi- 
nique Strauss-Kahn  have  sepa- 
rately suggested  proposals  that 
would  harmonise  Europe's  corpo- 
rate taxes  and  remove  the 
national  veto  on  taxation 
changes.  Now  Europe’s  business 
people  are  starting  to  respond. 
And  the  message  to  the  politi- 
cians is  clear  they  hate  it. 

An  FT  survey  of  European 
business  organisations,  carried 
out  over  the  past  six  weeks, 
reveals  virtually  no  support  for 
the  ambitious  tax  reform  agenda 
set  out  by  the  German  and 
French  finance  ministers. 

The  main  business  organisa- 
tions in  14  EU  countries  gave  us 
their  views.  Only  the  Portuguese 
failed  to  respond.  Jacques  Creys- 
sei.  director-general  of  Mouve- 
ment  des  Enterprises  de  France, 
the  main  French  business  organi- 
sation, gave  full  support  to  both 
tax  harmonisation  and  a move  to 
qualified  majority  voting  on  tax 
matters  in  the  council  of  minis- 
ters. But  Mr  Creyssel  was  the 
only  national  business  leader  to 
do  so.  And  be  opposed  harmoni- 
sation unless  it  was  designed  to 
cut  the  overall  tax  burden. 

There  was  patchy  support  for 
various  elements  of  the  proposals 
in  Belgium,  Greece  and  Sweden. 
And  some  business  leaders  said 
they  were  in  flavour  of  a modi- 
cum of  voluntary  coordination. 
But  the  thrust  of  business  opin- 
ion was  clear.  From  Germany  to 
Ireland,  Finland  to  Italy,  there 
was  overwhelming  hostility  to 
any  enforced  move  away  from 
competition  between  national  tax 
systems. 

There  was  also  scepticism 
about  the  hidden  agenda  behind 
the  proposals.  “Business  is  very 
wary  of  the  particular  forum  for 
this  debate,  which  is  a cartel  of 
finance  ministers  trying  to  find 
ways  to  increase  the  aggregate 
level  of  tax."  says  Adair  Turner, 
director-general  of  the  Confedera- 
tion of  British  Industry. 

“There  is  not,  in  the  business 
community,  a visceral  objection 
to  this  issue  being  on  the  table, 
but  there  is  a lot  of  suspicion 
about  where  it  would  lead,  given 
the  motives  of  those  who  are  put- 
ting it  on  the  table,  particularly 
in  France  and  Germany.” 

The  launch  of  the  euro,  the 
common  currency’  for  a single  EU 
market,  was  always  likely  to  be 
the  spark  that  ignited  a furious 
debate  about  whether  EU  mem- 
bers should  harmonise  tax  and 
move  towards  qualified  majority 
voting  in  the  council  of  ministers 
on  tax  decisions.  Monetary  union 
inevitably  increases  pressures  on 
national  governments  to  create  a 
level  playing  field  for  business. 

But  it  was  Mr  Lafontaine,  Ger- 
many's mischievous  finance  min- 
ister. who  pitched  the  issue  into 
the  political  arena.  He  sees  tax 
harmonisation  as  an  ideological 
goal  of  his  Social  Democratic 
party. 

Mr  Lafontaine  is  not  alone.  Mr 
Strauss- Kahn,  his  French  oppo- 
site number,  has  publicly'  called 
for  majority  voting  on  tax  issues. 
Mario  Monti,  the  European  com- 
missioner for  the  single  market 
has  said  he  opposes  minimnm 
corporate  taxes  but  has  warned 
that  pressure  for  change  may  be 
difficult  to  resist  unless  member 
states  end  “harmful"  tax  compe- 
tition. 

Mr  Lafontaine,  memorably 
described  by  the  UK’s  Sun  news- 
paper as  Europe’s  most  danger- 
ous man,  was  eventually  per- 
suaded to  use  the  phrase  “tax 
co-ordination"  in  an  effort  to 
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There  always  was  a reason  to 
worry  about  the  independent  rule 
or  law  hi  Hong  Kong  after  the 
handover  to  Chinese  rule. 

The  constitutional  row  between 
the  former  British  colony  and 
-Beijing  over  a recent  ruling  by 
. the  territory’s  top  court  shows 
that  those  worries  are  justified 
..Ibis  wifi  damage  Hong  Kong’s 
standing  as  a business  and  finan- 
cial centre.  It  is  up  to  politicians 
- on  both  sides  to  limit  the  injury 
for  the  sake  of  their  own  self- 
.-interest 

' -•*  At  stake  is  the  credibility  of 
. the  “one  country  two  systems" 
deal  under  which  the  territory 
. reverted  to  Beijing  in  1997. 

Making  this  work  was  never 
"going  to  be  easy.  That  was  marto 
; aU  the  more  clear  when  Hong 
Kong’s  highest  court,  the  Court 
of  Final  Appeal,  was  obliged  by 
Beijing  to  clarify  the  most  impor- 
tant constitutional  judgment  it 
has  ever  marie 

A chastened  court  had  to  reaf- 
firm that  the  territory’s  post-colo- 
nial constitution  did  not  allow  it 
to  question  the  authority  of  the 
•National  People’s  Congress,  the 
Chinese  parliament. 

The  NPC’s  constitutional 
supremacy  over  Hong  Kong  is 
not  the  main  worry.  It  is  stipu- 
lated in  Hong  Kong's  post-colo 
- nial  constitution,  the  Basic  Law. 
But  the  background  to  the  row 
demonstrates  insensitivity  to  the 
rule  of  law  on  the  part  of  both 
governments. 

The  source  of  the  dispute  was  a 
decision  by  the  court  that  main- 


land  children  had  the  right  to 
live  in  the  territory  if  one  parent 
was  a permanent  resident  - and 
even  if  they  did  not  have  a Chi- 
nese exit  visa. 

Hong  Kong’s  judges  main- 
tained that  they  had  the  right  to 
review  acts  of  the  NPC  and 
declare  them  invalid  in  Hong 
Kong  if  they  contravened  the 
Basic  Law. 

The  Beijing  government  saw 
this  as  an  unacceptable  threat  to 
the  NPC’s  supremacy.  So  it  asked 
for  parts  of  the  ruling  to  be  clari- 
fied. In  response,  the  Hong  Kong 
government  took  the  unprece- 
dented step  of  asking  the  court  to 
• review  its  decision:  a challenge  to 
the  judicial  autonomy  on  which 
any  capitalist  economy  depends. 
It  is  no  wonder  local  and  foreign 
business  interests  are 
worried. 

The  risk  is  that  this  might  be  a 
foretaste  of  even  more  serious 
constitutional  upsets,  as  the  Chi- 
nese government  struggles  to 
come  to  terms  with  the  rule  of 
law  in  Hong  Kong.  If  its  courts 
run  into  trouble  over  immigra- 
tion. the  scope  for  more  constitu- 
tional rows  in  the  future  is  wor- 
rying. 

Some  comfort  can  be  drawn 
from  the  fact  that  the  substance 
of  the  court’s  decision  remains 
intact.  Even  so.  this  is  a 
reminder  that  ft  is  in  the  inter- 
ests of  both  governments  to 
respect  Hong  Kong's  rule  of  law. 
If  they  do  not,  confidence  in  both 
of  China’s  systems  will 
weaken. 


Bad  company 
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Sometimes  the  company  you 
keep  can  seem  as  important  as 
the  cause  you  espouse.  Oppo- 
nents in  Britain  of  Europe’s  sin- 
gle currency  have  long  laboured 
under  the  handicap  that  for 
many  of  their  number  hostility  to 
the  euro  is  symptomatic  of  a vis- 
ceral dislike  of  all  things  Euro- 
pean. 

In  parts  of  the  Conservative 
party  especially  the  line  between 
Emu-scepticism  and  Europhobia 
often  seems  perilously  thin.  A 
rational  case  for  opting  out  of  the 
single  currency  is  not  easily 
made  by  those  who  still  see  Ger- 
many as  a nation  conspiring  for 
European  domination. 

Thus  the  latest  convulsions  in 
William  Hague’s  party  reflect  the 
fact  that  euro  supporters  such  as 
Kenneth  Clarke  and  Michael 
Heseltine  give  every  appearance 
of  being  moderates  while  never- 
say-yes  opponents  cast  them- 
selves as  extremists.  The  launch 
today  of  a new  cross-party  cam- 
paign to  “save  sterling"  is 
intended  to  address  that  weak- 
ness. The  New  Europe  group 
believes  Britain  can  continue  to 
play  an  active  role  In  European 
Union  affairs  while  remaining 
outside  the  new  monetary 
arrangements  of  the  euro-zone. 

The  executive  board  includes  a 
fair  number  of  the  great  and  good 
from  across  politics  and  business. 
It  is  impossible  to  cast  Martin 
Taylor,  the  former  chief  execu- 
tive of  Barclays  Bank  (and  long 


before  that  a writer  on  this  news- 
paper). in  the  stereotypical  mould 
of  paranoid  Europbobe.  The  same 
can  be  said  of  lords  Healey  and 
Prior.  In  Lord  Owen,  the  group 
has  chosen  as  its  chief  spokes- 
man someone  with  a record  of 
pro-Europeanism  - though  one,  it 
must  also  be  said,  whose  political 
career  often  saw  him  as  a cham- 
pion of  lost  causes. 

• Less  dear  is  the  basis  of  their 
opposition  to  the  euro.  Lord 
Healey  appears  to  rest  his  objec- 
tions on  the  view  that  a "one- 
size-fits-afl"  monetary  policy  is 
economically  unsustainable, 
while  others  fear  that  economic 
and  monetary  union  must  lead  to 
a European  superstate.  A third 
concern  seems  to  he  the  lack  of 
political  accountability. 

Yet  supporters  of  participation 
in  the  single  currency  (which 
include  this  newspaper)  should 
welcome  the  fact  that  at  least  one 
grouping  on  the  opposite  side 
intends  to  frame  the  arguments 
in  rational  rather  than  emotional 
terms.  When  Britain  votes  in  a 
referendum  on  the  issue  it  must 
do  so  after  an  informed  debate. 

That  said.  New  Europe  faces  a 
thankless  task  in  seeking  to  per- 
suade people  that  Britain  can 
retain  a powerful  voice  in  Euro- 
pean affairs  outside  its  most 
important  economic  alliance.  Nor 
does  a common  monetary  policy 
ipso  facto  demand  a single  eco- 
nomic government  We  look  for- 
ward to  the  debate. 
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smooth  ruffled  feathers  in  Lon- 
don. But  unbowed  by  the  furore 
his  remarks  caused,  he  went  on 
to  flesh  out  Germany's  policy 
with  the  hacking  of  Gerhard 
Schrfider,  the  German  chancellor. 

Mr  Lafontaine  believes  taxes  in 
Europe  have  converged  in  the 
wrong  direction.  Taxes  paid  by 
workers  on  consumption  and 
wages  have  been  pushed  up.  as 
have  social  security  contribu- 
tions. Taxes  on  assets,  capital 
and  company  profits  always  go 
down.  “Correcting  this  totally 
mistaken  trend  is  a task  not  just 
for  the  German  government  It  is 
a task  for  every  parts*  in  Europe 
which  describes  itself  as  social 
democratic,"  says  Mr  Lafontaine. 

Harmonising  corporate  taxes 
could  be  justified  if  there  was 
real  evidence  that  unfair  tax 
competition  was  damaging  some 
EU  member  states  at  the  expense 
of  others.  The  intellectual  under- 
pinning for  this  argument  has 
been  best  put  by  Mr  Monti,  who 
argues  that  low  business  taxes  - 
designed  to  stimulate  economic 
activity  and  attract  fresh  invest- 
ment - should  be  treated  just 
like  illegal  state  aid.  The  analogy 
seems  reasonable  at  first  sight. 
But  there  are  many  who  think  it 
breaks  down  under  scrutiny. 

Paul  Seabright.  a senior 
research  fellow  at  Churchill  Col- 
lege, Cambridge,  says  state  aid  is 
most  suspect  when  it  is  aimed  at 
giving  a substantial  commercial 
advantage  to  a domestic  com- 
pany with  significant  market 
power.  But  general  business  taxa- 
tion applies  to  all  companies 
operating  in  a particular  tax 
jurisdiction,  along  with  the  regu- 
latory framework  and  the  public 
infrastructure.  "There  is  no  more 
reason  to  expect  these  costs  to  be 
the  same  across  countries  than  to 
expect  the  cost  of  labour  to  be 
the  same  across  countries."  says 
Mr  Seabright 

If  low  taxes  in  one  country 


really  do  damage  others,  there 
ought  to  be  evidence  in  Ireland, 
which  has  had  an  average  annual 
economic  growth  rate  of  about  5 
per  cent  for  the  past  15  years, 
and  has  also  been  spectacularly 
successful  at  attracting  foreign 
direct  investment. 

Ireland  has  now  agreed  with 
the  European  Commission  that  it 
will  phase  out  its  10  per  cent  rate 
of  tax  for  manufacturers  and 
exporters  in  favour  of  a standard 
rate  of  12.5  per  cent  from  2003, 
still  very  low  by  EU  standards. 
But  has  Ireland’s  special  rate  of 
tax  attracted  investment  at  the 
expense  of  other  EU  states? 

Maybe,  says  Mr  Seabright. 
Some  investment  has  probably 
gone  to  Ireland  that  might  have 
gone  elsewhere.  But  some  has 


Ireland  has  been 
spectacularly 
successful  at 
attracting  foreign 
direct  investment 


probably  come  to  the  EU  that 
would  not  otherwise  have  come 
to  Europe  at  all.  And  Ireland's 
rapid  growth  has  probably  had 
modest  spillover  effects  through 
trade  with  other  member  states. 

Frances  Ruane,  professor  of 
economics  at  Trinity  College, 
Dublin,  says  it  is  undeniable  that 
low  corporate  taxes  have  been  a 
big  selling  point  for  the  Irish 
economy.  But  there  are  many 
other  factors,  such  as  improving 
skills  levels  and  wage  restraint 
Most  importantly,  foreign  direct 
investment  in  Ireland  is  over- 
whelmingly from  the  US,  and 
that  is  arguably  because  of  the 
close  cultural  affinity  between 
the  two  countries,  and  deter- 


mined Irish  marketing  efforts. 
“Without  Ireland  having  been  so 
proactive  in  looking  for  US  FDI 
over  a long  period  of  time,  it 
might  not  have  come  to  Europe 
at  an,”  says  Professor  Ruane. 

At  a superficial  level,  Ireland's 
decision  to  abolish  the  special 
rate  for  exporters  was  a victory 
for  tax  harmonisation.  Corpora- 
tion tax  rates  across  the  EU  have 
dropped  by  an  average  of  three 
percentage  points  to  36  per  cent 
in  the  past  three  years. 

“While  there  are  still  differen- 
tials between  the  EU  member 
states,  it  is  interesting  to  note 
that  France.  Germany  and  six 
other  European  countries 
reduced  their  tax  rates  last  year," 
says  Ian  Barlow,  head  of  tax  at 
KPMG,  the  professional  sendees 
organisation.  "We  would  expect 
the  advent  of  the  euro  to  acceler- 
ate that  trend.” 

But  corporation  tax  rates  are 
arguably  the  least  helpful  indica- 
tors of  the  actual  tax  burden 
shouldered  by  business.  “Tax 
rates  are  possibly  the  last  thing 
you  should  be  looking  at."  says 
Mr  Barlow.  Not  only  is  it  very 
difficult  to  gauge  the  aggregate 
tax  burden  on  companies,  it  is 
difficult  to  assess  the  impact  of 
taxes  on  individuals  that 
impinges  on  business. 

The  taxes  actually  paid  by 
business  are  governed  by  a range 
of  factors  that  define  the  tax  base 
- the  income  upon  which  the 
rate  is  levied.  Tax  systems  in 
Europe  have  fundamentally  dif- 
ferent approaches  to  the  tax  base. 
“The  UK  taxes  companies  at  a 
low  rate.  France  and  Germany 
have  high  corporate  tax  rates  but 
companies  there  typically  pay 
much  less  in  corporate  taxes.  We 
just  think  our  system  is  more 
efficient, " says  Nicholas  Dee,  of 
the  CBI  tax  committee. 

There  is  massive  variation  in 
the  tax  base  across  the  EU 
involving  tax  allowances  and 


exemptions.  In  the  UK  and 
France,  for  example,  there  are  no 
tax  allowances  on  the  acquisition 
of  goodwill  - the  difference 
between  the  price  paid  for  a com- 
pany and  its  net  asset  values.  But 
allowances  are  available  in  Den- 
mark and  Italy.  Even  this  pattern 
of  taxation  is  distorted  by  tax 
breaks  and  tax  havens.  There  are 
widely  differing  regimes  for  the 
treatment  of  income  channelled 
through  dependent  territories. 

All  EU  member  states  agree 
that  "harmful"  tax  competition 
should  be  outlawed  - the  prob- 
lem is  defining  harmful.  A group 
of  officials  led  by  Dawn  Primar- 
olo,  the  UK’s  financial  secretary, 
is  investigating  80  specific  tax 
measures.  Regional  tax  breaks, 
such  as  those  in  Italy,  and  indus- 
try tax  incentives,  such  as  those 
enjoyed  by  the  UK  film  industry, 
may  be  ruled  out. 

The  group  is  also  likely  to  look 
at  the  tax  regimes  for  foreign 
companies.  There  is  competition 
between  financial  centres,  such 
as  London  and  Amsterdam,  to 
Offer  incentives  to  companies  to 
bring  their  headquarters 
operations  there.  The  taxation  of 
profits  channelled  through  such 
centres  also  differs  widely.  The 
Primarolo  group  was  to  have 
moved  on  to  look  at  whether 
member  states’  general  tax 
regimes  were  harmful  - hut  that 
move  was  blocked  by  the  Irish. 

Taken  together,  these  factors 
mean  that  even  if  all  EU  mem- 
bers had  the  same  corporation 
tax  rates,  the  result  would  still  be 
a patchwork  of  corporate  tax 
regimes.  That  will  not  stop  Mr 
Lafontaine  pressing  his  harmon- 
ising agenda.  But  there  must  be 
strong  doubts  about  whether 
business  can  be  persuaded  the 
motive  is  really  to  make  Europe 
a better  place  to  do  business. 
And,  as  the  FT  survey  makes 
clear,  any  attempt  at  compulsion 
will  provoke  bowls  of  outrage. 


Quack  medicine 
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Pat  Buchanan,  the  maverick 
right-wing  US  politician,  does  not 
deal  in  ambiguity. 

His  planned  appearance  today 
In  Weirton.  a depressed  West  Vir- 
ginia steel  town,  ahead  of  the 
launch  tomorrow  of  his  presiden- 
tial campaign,  signals  unequivo- 
cally his  intended  electoral  pitch. 
It  is  that  imports  are  destroying 
American  jobs,  and  that  the  US 
should  fight  back  by  raising 
trade  barriers  and  shutting  out 
the  rest  of  the  world. 

That  was  Mr  Buchanan’s 
refrain  in  the  last  two  presiden- 
tial elections-  It  is  no  more  likely 
this  time  to  win  him  tbe  White 
. House.  But  he  appears  to  believe 
it  win  prove  popular  enough  for 
him  at  least  to  influence  the 
debate  and  put  Ms  opponents  on 
the  spot  He  might  just  be.ngbt. 

Conventional  wisdom  holds 
that  while  the  OS  economy 
. remains  strong,  protectionism 
will  stay  muted.  The 
tion  is  the  steel  uMusfry,  hard 
hit  by  cheap  imports.  Presmem 
BiD  Clinton's  administration  has 
’ reacted  by  talking  tough  on  trade 
hut  doing  relatively  little,  hoping 
the  import  surge  will  abate. 

However,  there  are  P™*™’ 
signs  of  public  frustration  that  m 
-much  responsibility  f°J 
economic  recovery  is  falling  on 
the  US.  The  administration 
lie  alanMsm  about  the  name  US 
trade  deficit,  has  stoked  the 

Games.  _ ■ w 

. Neither  Al  Gore  nor  George  w. 


Bush,  the  Democratic  and  Repub- 
lican front-runners  respectively 
for  the  White  House,  has  capital- 
ised on  this  mood,  not  least 
because  they  are  instinctively 
internationalist.  That  leaves  Mr 
Buchanan  with  a monopoly  over 
isolationist  and  protectionist 
solutions.  If  these  look  like  catch- 
ing  on.  his  mainstream  oppo- 
nents should  respond  by  tackling 
him  head-on. 

They  need  to  show  Mr  Buch- 
anan's supposed  remedies  up  for 
the  dangerous  quack  medicine 
they  are.  Free  trade  mid  cheap 
imports  undeniably  cost  some 
jobs  in  weak  industries.  But  they 
create  many  more  and  generate 
prosperity,  by  enabling  producers 
to  source  inputs  efficiently  and 
gftmntsrring  themto  become  more 
competitive.  Erecting  trade  barri- 
ers would  not  only  6my  US  busi- 
nesses these  advantages  hut 
could  trigger  a spiral  of  protec- 
tionism worldwide,  which  would  I 
severely  harm  US  exports  and 
the  growing  number  of  johs 
which  depend  on  them. 

Mr  Clinton,  although  no  protec- 
tionist,. has  not  done  enough  to 
persuade  the  US  electorate  of  the 
basic  rase  for  open  markets.  Now 
he  is  committed  to  another  world 
trade  round,  it  needs  to  be  made 
forcefully  - by  him  and  by  his 
would-be  successors.  They  should 
seize  the  opportunity  presented 
by  Mr  Bucbaimn's  candidacy  to 
drive  forward  the  argument  for 
free  trade.  '. 


As  clear 
as  mud 

When  it  comes  to  good 
corporate  governance,  most 
Russian  companies  just  haven't 
got  what  it  takes.  But  their 
loudest  critics  are  not  always  the 
best  placed  to  attack. 

Take  the  team  from  US  group 
Dart  Management  ft’s  gearing  up 
in  the  next  few  weeks  to  attack 
the  opaque  accounting  and 
dubious  use  of  offshore  vehicles 
by  majority  shareholders.  It 
refuses  to  disclose  how  much  ft 
pad  for  its  Russian  shares  or 
how  much  money  it  manages 
overall,  and  it's  based  in  that 
I offshore  haven  hardly  known  for 
its  openness,  the  Cayman 
Islands. 

And  then  there’s  the 
self-righteous  Cambridge  Capital 
Management  ft's  demanding  the 
use  of  more  candid  financial 
statements  and  transparency 
from  those  Russian  companies  in 
which  it  has  invested  a sum  it 
refuses  to  reveaL  It  wont  talk  to 
the  media,  and  its  adviser  isn't 
authorised  to  reveal  where  its 
registered  headquarters  are.  So 
that's  cleared  up  then. 

Tough  talking 

Why  bother  to  phone  when  you 
can  afford  to  fly?  The  thought 
dearly  never  struck  one  of  the 
very  first  users  of  an  Iridium 
phone,  a hand-heW  mobile  that 
can  be  used  everywhere  from  the 


South  Pole  to  the  Sahara  desert 
The  busy  businessman  hired 
the  phone  to  go  on  holiday  to 
Scotland,  but  was  astounded  to 
find  he’d  run  up  a bin  for  £6,000. 
iridium  calls  cost  between  £3 
and  £S  a minute  - and  the 
executive  had  been  on  the 
blower  for  around  25  hours. 

“Not  much  of  a holiday  " 
mused  Ed  Staiano,  Iridium 
chairman,  recounting  the  story  as 
he  revealed  that  his  company 
was  about  to  begin  talks  with 
bankers  over  why  so  few  had 
taken  the  Iridium  service. 
Observer  can’t  imagine  why. 

dementi  steps  in 

London,  Paris  and  Frankfurt  are 
busy  slugging  ft  out  for  the 
honour  of  being  called  the 
1 financial  capital  of  Europe.  But 
the  people  leading  the  charge  in 
each  city  have  never  met 
That’s  about  to  change.  UK 
think-tank,  the  Centre  for  the 
Study  of  Financial  Innovation, 
has  persuaded  Finanzplatz 
Deutschland's  Stefan  Seip  and 
Amaud  de  Bresson  of  Paris 
Europlace  to  meet  in  London  to 
thrash  out  the  future  of  financial 
Europe  with  their  UK  counterpart 
That  raises  an  awkward 
question.  Who  is  their  UK 
counterpart?  Actually,  no  one. 
Unlike  France  or  Germany, 
London  has  no  single  body 
representing  the  stock  exchange, 
foe  big  banks,  the  central  bank 
and  the  local  authority. 

All  is  not  lost  though.  David 


Clementi,  deputy  governor  of  the 
Bank  of  England,  Is  to  save  the 
day  and  attend  the  meeting. 
Should  prevent  a few  red  faces. 

Strikes  a chill 

Spare  a thought  for  harassed 
information  technology  bosses 
desperately  wondering  where 
their  next  lucrative  millennium 
bomb  is  coming  from. 

It’s  nice  to  know  that  whatever 
the  next  challenge,  they've 
already  created  the  requisite 
piece  of  jargon.  The  Industry  that 
brought  us  "hardware”  (the 
computers  themselves), 

"software"  (the  programs  they 
run),  and  even  “vapourware* 
(strongly  hyped  products  that 
don’t  exist  yet),  has  now  coined 
“warmware"  to  describe  a 
commodity  vital  to  die  success 
and  well-being  of  any 
organ  isation:  people. 

Taking  a dive 

A recent  cold  snap  and  the 
waiing  opinion  poll  ratings  of  the 
right-wing  government  led  by  the 
Fidesz  Hungarian  Civic  Party 
have  prompted  a rather 
unpleasant  thought  in  some 
Hungarian  civil  servants’  minds. 

What,  they  whisper,  would  1 
happen  if  prime  minister  Viktor 
Orban,  finance  minister 
Zslgmond  Jarai  and  the  colourful 
head  of  the  tax  office,  Lajos 
Simicska,  were  all  out  skating 
together  and  the  ice  broke? 

Would  Orban’s  footballing  stalls 


get  him  out?  Would  Jaral’s  ability 
to  grapple  with  new  challenges 
save  him?  In  recent  years  he’s 
run  Magyar  Hitel  Bank,  now  ABN 
Amro’s  Hungarian  operations, 
and  been  head  of  the  Budapest 
Stock  Exchange.  Or  would  it  be 
Simicska,  who’s  already  had  to 
extract  himself  from  a few 
high-profile  rows?  But  puzzle  no 
longer  over  It  The  favourite 
answer  to  the  question  of  who 
would  be  saved:  "The  Hungarian 
people,  of  course.” 


Short  fuse 


It  was  only  a matter  of  time.  After 
road  rage  and  air  rage,  along 
comes  network  rage  - and  a 
survey  of  the  damage  that 
disgruntled  computer  users  inflict 
on  their  machines.  Eighty  three 
per  cent  of  them  have  apparently 
resorted  to  abusive  and  often 
violent  behaviour  as  a result  Of 
keyboard  problems,  resulting  in 
shattered  monitors  and  kicked  in 
hard  drives. 

Some  users,  according  to  the 
Concord  Communications 
survey,  don’t  understand  why  the 
mouse  doesn't  work  when 
picked  up  and  pointed  at  the 
screen,  while  others  become 
enraged  when  they  can’t  find  the 
right  keys. 

But  Observer’s  favourite 
concerns  the  store  manager  who 
complained  the  floppy  drive  on 
his  PC  wasn’t  working,  ft  seems 
employees  had  misused  the 
floppy  slot  ft  was  stuffed  with 
hundreds  of  cheques. 


100  years  ago 

Progress  Of  Cripple  Creek 
“Cripple  Creek",  as  El  Paso 
County  is  generally  known,  is 
not  only  steadily  increasing  its 
output  of  the  precious  metal 
but  actually  takes  the  lead  in 
this  respect  of  all  the  counties 
of  the  State  of  Colorado. 
During  1898  Colorado 
produced  gold  to  the  value  of 
$26,846,835,  an  increase  over 
the  previous  year's  returns  of 
a trifle  in  excess  of  37  per 
cent 

Of  this  total,  it  is  estimated 
Cripple  Creek  has  contributed 
in  round  figures  no  less  than 
$15,000,000,  the  next  largest 
producing  county  being 
Gilpin,  with  an  output  of 
$2,580,445. 


50  years  ago 

Italy’s  Import  Tariff 
Rome.  Feb  28.  Great  anxiety  is 
shown  by  Italian  import  trading 
circles  regarding  the  new 
Italian  tariff,  which  is  reported 
to  set  up  very  heavy  protective 
barriers  for  Italian  industry,  ft  Is 
rumoured  that  the  duty  on 
many  goods  is  more  than  103 
per  cent.  Raw  steel,  for 
example,  is  BO  per  cent  of  its  ! 
value. 

The  new  tariff  will  not  be  | 
submitted  to  Parliament  for  ] 
approval  and  will  come  into 
effect  on  solely  Cabinet 
approval. 
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At  last,  some  good  news  about  Germany. 
Defying  tbe  stereotype  of  the  German 
economy  as  over-regulated  and  Inimical  to 
young  companies,  the  Neuer  Marfct  is 
thriving.  Since  its  1997  launch  it  has  out- 
performed the  Dax  by  a blistering  430  per 
cent  In  attracting  listings  and  providing  a 
liquid,  well  regulated  aftermarket,  it 
leaves  Europe’s  other  growth  markets 
standing. 

By  favouring  innovative,  technology-led 
listings  and  insisting  companies  prove 
their  growth  credentials  by  raising  new 
capital,  the  NM  has  overcome  the  Europe- 
wide  bias  against  small-company  markets. 
Tbe  contrast  with,  say,  the  UK’s  unfo- 
cused and  dramatically  underperforming 
Alternative  investment  Market  is  obvious. 

The  danger  for  the  NM,  however,  is  that 
current  valuations  - ft  is  on  a 2000  p/e 
ratio  of  59  - prove  unsustainable.  Having 
outperformed  the  Dax  by  nearly  SO  per 
cent  this  year,  it  mniaina  many  stocks 
with  fantasy  ratings.  The  hordes  of  often 
internet-based  retail  investors  may  find 
their  new  found  love  affair  with  equities 
enters  a rocky  patch. 

But  for  now  the  NM's  success  is  a 
highly  visible  sign  of  the  changing  face  of 
German  capitalism  which  promises  new 
jobs  in  new  industries.  While  its  rapid 
growth  has  been  helped  by  the  large  pool 
of  MUlelstand  companies  itching  to  tap 
new  sources  of  equity  finanro,  the  NM  is  a 
phenomenon  from  which  other  European 
markets  have  much  to  learn. 

South  African  Breweries 

In  some  ways.  South  African  Breweries 
looks  a straightforward  proposition.  Its 
core  business  has  annual  sales  of  $4bn, 
operating  profits  of  about  S6QOm-$70Qin 
and  double  digit  underlying  growth.  SAB 
had  a market  value  of  more  than  $sbn  at 
Friday's  close  in  Johannesburg,  mairitig  it 
a candidate  for  the  FTSE  100  index. 

But  nothing  is  straightforward.  About 
three-quarters  of  SAB’s  profits  come  from 
South  Africa,  the  rest  from  other  emerg- 
ing markets.  The  rand’s  slide  against  the 
dollar  has  hit  its  figures  in  translation, 
and  the  risks  of  emerging  markets  are 
starkly  illustrated  by  last  year’s  $7lm 
write-down  in  Russia.  SAB  has  a non-core 
industrial  business  for  sale.  PGSI,  which 
issued  a profits  warning  this  month.  Even 
after  the  £l50m  fund  raising,  the  group  is 
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Share  price  ntaito  to  the  Xetra  Dax  Into 
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struggling  to  qualify  for  membership  of 
the  FTSE  100  index.  It  is  going  to  be  a 
sweaty  10  days  until  inrfirwq  commit- 
tee meets. 

What  makes  the  shares  even  more  of  a 
punt  is  SAB’s  deal-making  potential.  Will 
it  be  a takeover  target?  Its  largest  share- 
holder has  already  riangtorf  a 28.5  per  cent 
stake  in  front  of  rival  international  brew- 
ers. Bat  the  South  African  authorities 
would  surely  balk  at  a takeover  of  a vir- 
tual domestic  monopoly.  More  likely,  SAB 
will  merge  or  buy.  But  if  nothing  bap- 
pens,  It  faces  a hard  slog  to  build  popular- 
ity. 

US  financial  regulation 

How  can  two  men  credited  with  the 
most  sparkling  economic  management  in 
a generation  disagree  so  hopelessly  over 
so  little?  Alan  Greenspan,  the  US  Federal 
Reserve  chairman,  and  Robert  Rubin,  the 
US  treasury  secretary,  show  no  signs  of 
coming  to  their  senses  over  modernising 
tbe  ludicrously  outdated  laws  that  splin- 
ter the  US  financial  services  industry. 

After  two  weeks  of  testimony  before 
Congress,  they  seem  more  deeply 
entrenched  than  ever  in  the  turf  war  over 
who  should  lead  regulation  of  the  new 
financial  conglomerates.  The  simple 
answer  would  be  to  let  the  industry 
decide  which  regulator  should  win  the 
day,  and  which  corporate  structure  pre- 
vails. 

Given  the  congressional  quagmire,  what 
can  the  industry  do?  After  two  decades  of 
infighting,  the  various  lobby  groups 


broadly  agree  on  the  objective  of  remov- 
ing the  barriers  between  banking,  securi- 
ties and  insurance  companies.  They  know 
that  without  legal  reforms,  the  industry 
faces  more  of  the  same  costly  muddle. 
Banks,  insurers  and  brokers  will  continue 
wriggling  through  regulatory  loopholes  to 
achieve  some  measure  of  diversification. 
Mr  Greenspan  rightly  sees  this  ad  hoc 
approach  as  ippffiripni  and  inconsistent. 
But  as  long  as  the  wrangle  continues  - 
and  the  threat  of  a presidential  veto 
hangs  over  tbe  proposed  legislation  - the 
prospects  for  Citigroup  being  able  to  bold 
on  to  its  insurance  operations  look 
increasingly  doubtfuL 

Electricity  deregulation 

Continental  Europe  is  slouching 
towards  electricity  deregulation.  What 
will  this  mean  for  Europe's  utilities?  Con- 
sider the  incumbents,  including  Emfattjt  in 
Spain,  Enel  in  Italy,  Eldctricite  de  France, 
and  Viag.  Veba,  Bewag  and  RWE  in  Ger- 
many. Their  domestic  power  base  will 
eventually  be  gnawed  away.  But,  as 
PowerGen  and  National  Power  have 
shovm  in  the  UK,  it  is  possible  to  cling  on 
to  a substantial  chunk  of  tbe  home  mar- 
ket  for  a long  time. 

The  key  is  regulation.  Sale  of  genera- 
tion assets  may  be  imposed  by  govern' 
meats  - as  In  Italy  - or  opened  up  to  the 
private  sector  - as  in  the  Netherlands. 
But  competition  in  generation  is  not 
much  use  if  rivals  cannot  access  the 
transmission  system  on  fair  terms.  Incum- 
bents often  control  both  the  transmission 
of  electricity  and  its  supply  to  users. 
Transparent  tariffs  are  needed,  as  wen  as 
ring-fencing  between  transmission  and 
supply.  This  is  needed  to  ensure  confiden- 
tial customer  data  is  used  only  for  trans- 
mission purposes,  not  by  Incumbents 
seeking  to  bolster  their  own  supply  divi- 
sions. 

Europe’s  regulators  wifi  be  pushed  in 
this  direction  by  aggressive  outsiders 
shouting  about  the  raw  deal  European 
consumers  get  because  of  weak  competi- 
tion. Meanwhile,  ambitious  incumbents 
should  use  their  low  cost  of  capital  - 
courtesy  of  low  interest  rates  - to  consoli- 
date. Why  not  an  Endesa/PowerGen  deal 
capped  by  a US  deal  later?  Those  corpo- 
rate financiers  had  better  start  brushing 
up  their  language  skills. 
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FT  WEATHER  GUIDE 


Europe  today 

Scandinavia  wffl  stay  unseated, 
with  snow  showers  in  Norway  and 
more  snow  over  Rntand  and 
northern  Sweden.  Rain  over  the 
Low  Countries  win  spread  into 
Germany.  Austria  and  Switzerland 
stay  mostly  dry  with  few,  if  any, 
showers  and  some  sinsriine.  North 
and  north-western  France  will  be 
dun  with  rain  at  times,  but  the  rest 
of  France  should  be  mostly  dry  and 
sunny,  wtth  little  chance  of  any 
further  snow  in  the  east.  The 
Mediterranean  witf  be  generally 
surety  although  there  is  a chance  of 
occasional  showers  over  Greece. 
Rvfr-day  forecast 

It  wffl  stay  unsettled  in  the  north, 
with  further  snow  for  much  of 
Scandinavia,  and  rafn  at  times  for 
northern  France,  the  Low  Countries 
and  Germany.  By  Thursday,  there 
wffl  be  father  heavy  snow  over  the 
Alps,  with  much  cofder  northerites. 
The  aid  of  the  week  should  be 
drier. 

TODAYS  IBPBUVnatES 

Mnhun  Bmtana 


SJtuaOcn  al  midday.  Temparaiums  maximum  for  day.  Forecasts  by  " P.  “ WEATHERCENTRE 
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INFLATION-BUSTING  DEAL  MAY  INFLUENCE  ECB  OVER  INTEREST  RATE  CUTS 


Trade  unions  win  3.1%  pay 
rise  for  German  workers 


By  Tony  Barba*  ki  Frankfurt 

Trade  unions  representing  more 
than  3m  German  public  sector 
workers  have  won  a pay  increase  of 
3.1  per  cent,  far  in  excess  of  the 
annual  inflation  rate  of  02  per  cent 
and  more  tban  the  government 
had  envisaged  in  its  draft  1999 
budget 

The  pay  deal,  which  will  take 
effect  in  April  and  run  for 
15  months,  was  agreed  on  Saturday, 
less  than  two  weeks  after  the  engi- 
neering workers’  union  IG  MetaH, 
the  biggest  in  Germany,  won  a wage 
increase  worth  roughly  4 per  cent 
a year. 

Economists  said  the  German  pay 
settlements  might  stiffen  the  resis- 
tance of  the  European  Central  Bank 
to  cutting  Interest  rates  in  the  euro- 
zone when  its  Governing  Council 
meets  in  Frankfurt  on  Thursday. 

Wlm  Duisenbers,  ECB  president, 
has  made  clear  his  reluctance  to 
reduce  the  main  refinancing  rate, 
now  at  3 per  cent,  if  he  detects  evi- 
dence of  excessive  wage  rises  and 


budgetary  indiscipline  among  euro- 
zone countries.  His  opposition  to  a 
rate  cut  has  infuriated  Oskar  Lafon- 
tfline,  Germany's  finance  minister, 
who  says  the  country  faces  a risk  of 
deflation  and  that  generous  pay 
increases  are  a useful  way  to  boost 
demand  in  the  economy. 

Latest  figures  show  that  Germany 
suffered  a 0.4  per  cent  contraction  in 
gross  domestic  product  in  tire  final 
three  months  of  1998. 

Germany's  public  sector  workers 
had  originally  demanded  a 5.5  per 
cent  pay  increase  and  staged  warn- 
ing strikes  last  weds  in  dozens  of 
cities,  disrupting  public  transport 
and  rubbish  collection  services. 

Chancellor  Gerhard  Schroder’s 
centre-left  government  said  the  draft 
1999  budget  had  set  aside  enough 
for  only  a 1-5  per  cent  pay 
rise. 

But  the  government  was  also  anx- 
ious to  avoid  a pay  battle  with  state 
employees  of  the  kind  that  forced 
Independent  arbitration  in  the  last 
two  years  of  the  previous  conserva- 
tive government. 


Employers  in  the  engineering 
industry  were  angry  at  having  to 
concede  a pay  rise  of  roughly  4 per 
cent  and  predicted  that  it  would 
rebound  on  their  workforces  by  forc- 
ing job  cuts. 

But  IG  Me  tail’s  success  has 
encouraged  high  wage  claims  else- 
where in  the  German  economy.  The 
IG  Bergbau,  Chende,  Energie  union, 
representing  chemical  workers,  is 
demanding  a rise  of  5-5.5  per  cent. 

Other  unions  representing  bank- 
ing, insurance  and  retail  workers  are 
seeking  wage  rises  of  per  cent. 

The  airline  Lufthansa,  whose 
workers  are  represented  by  the  same 
tin  ions  that  negotiate  for  the  public 
sector,  agreed  last  Wednesday  to  a 
3J>  per  cent  pay  rise  for  its  51,000 
ground  and  cabin  workers,  phis  one- 
off  payments  of  DM443  (€225)  each 
for  January  and  February. 

The  only  significant  sign  of  wage 
moderation  is  in  the  depressed  con- 
struction industry,  where  the  IG  Bau 
union  is  concentrating  its  efforts  on 
protecting  jobs  and  securing  better 
retirement  provisions. 


Move  to  synchronise  stock 
market  hours  in  Europe 


By  Peter  John,  Kfcbotos  George  in 
Stockholm  and  Vincent  Botand  in 
London 


Tbe  London  and  Frankfurt  stock 
exchanges  have  begun  consultations 
with  investors,  brokers  and  listed 
companies  about  harmonising  their 
hours  as  part  of  their  plan  to  develop 
a pan-European  market  for  Europe’s 
top  300  companies. 

The  proposals  reflect  Europe-wide 
nervousness  that  business  will  be 
lost  if,  as  expected,  the  New  York 
Stock  Exchange  stretches  its  trading 
time.  Stockholm’s  exchange, 
Europe’s  only  publicly  quoted 
national  stock  market,  is  also  to 
extend  its  hours. 

A report  being  drafted  by  the  Lon- 
don Stock  Exchange,  to  be  published 
within  the  next  two  weeks,  suggests 
trading  in  London  be  brought  for- 
ward an  hour  to  8am  UK  time,  while 
Frankfurt  will  be  delayed  half  an 
hour  to  start  at  the  same  time.  The 
report  also  raises  the  possibility  that 
the  UK  minimum  order  size  be 


increased  from  the  nominal  one- 
share  level,  and  the  maximum  time 
orders  remain  on  books  be  altered 
from  the  current  31  days.  The 
changes  are  expected  to  take  place 
later  this  year.  Tbe  proposal  to  open 
an  hour  earlier  in  London  would 
reverse  tbe  delayed  opening  started 
only  nine  months  ago  to  eliminate 
rogue  prices  on  Sets,  the  electronic 
trading  system. 

The  London  Stock  Exchange  said 
there  were  "no  practical  difficulties” 
to  extending  hours  if  the  demand 
and  market  liquidity  justified  the 
move. 

“The  key  driver  for  attracting 
investment  is  not  simply  access  but 
being  able  to  provide  good  levels  of 
liquidity  throughout  the  entire  trad- 
ing period.”  it  said.  “Each  market 
must  consider  over  what  period  it 
can  provide  this  level  of  liquidity  to 
attract  sufficient  investors.” 

The  exchange  said  reaction  had 
been  broadly  favourable.  David  But- 
ler, director  at  stockbroker  Teather 
& Greenwood,  said:  “Frankly,  9am  is 


too  late.  If  London  wants  to  stay 
ahead  of  the  game  and  remain  as  the 
third  leg  of  the  international  world 
market  [with  New  York  and  Tokyo] 
it  has  to  lead  rather  than  follow.” 

Stockholm,  which  trades  between 
10am  and  5pm,  plans  to  open 
between  9am  and  10pm  this  year. 
Longer  hours  will  allow  Stockholm's 
173  members  in  Sweden  and  abroad 
to  trade  until  the  New  York  stock- 
market  close.  It  hopes  to  win  a 
larger  share  of  trading  in  Swedish 
blue  chipe  such  as  Ericsson,  the  tele- 
communications equipment  maker, 
much  of  which  takes  place  in  New 
York.  The  move  is  also  aimed  at 
winning  a greater  share  of  trading  in 
Nokia,  the  Finnish  mobile  telecom- 
munications group,  from  the  Hel- 
sinki exchange  where  the  company 
has  its  main  listing. 

New  York  is  understood  to  be  con- 
sidering opening  earlier  than  its 
9.30am  start  to  coincide  with  Europe. 


Mariot  affiance,  Page  23 
Comment  Page  30 


To  complete  the  privatisation  of  one  of 
me  tergaa  etectncitv  companies  in  the 

world,  the  market  leader  n Spain  and  a 

growing  force  in  Latm  America.  Endesa 

and  SEP!  chose  a trusted  partner  with  an 

urtnvaSod  record  of  succssa  The  resu« 

on  this  occasion  was  another  landmark 


transaction,  acknowledged  oy  the 

media  as  a major  success.  Quality 

performance,  becked  by  a long-term 

reiabonsnip  approach,  is  what  keeps 

events  coming  hack  tor  more  and  is 

behind  our  success  as  tho  internal onal 

powerhouse  in  equities. 
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Quarterly  review 


Green  lights  all 
the  way  to 
consolidation 

Recent  months  have  seen  many  upheavals  within 
the  industry.  But  the  pace  is  unlikely  to  falter,  with 
the  focus  on  Japan,  says  Haig  Simonian 


Pundits  predicting  an 
eventful  year  for  the  motor 
industry  could  hardly  have 
been  more  right  But  even 
the  most  self-confident  seer 
barely  hinted  at  the  aston- 
ishing events  of  early  1999. 
Now,  only  the  bravest  dare 
to  expatiate  on  how  matters 
will  end. 

Some  of  the  upheavals  of 
recent  weeks  were  broadly 
predictable.  Further  consoli- 
dation among  suppliers  was 
a one-way  bet  Expecting  the 
uneasy  hierarchy  of  world 
tyre  makers  to  fissure  as 
Asian  manufacturers  felt  the 
pinch  was  almost  as  obvious. 

Even  prophesying  more 
mergers  in  cars  and  trucks 
did  not  require  a Nobel  lau- 
reate. Bob  Eaton,  co-chair- 
man of  Daimler  Chrysler, 
may  really  have  known 
something  was  afoot  when, 
at  January's  Detroit  motor 
show,  he  forecast  a big  deal 
within  90  days.  It  was,  after 
all,  his  group’s  decision  to 
join  forces  with  Daimler- 
Benz  which  prompted  the 
merger  mania  in  the  first 
place.  Carlos  Ghosn,  Ren- 
ault's redoutable  dauphin, 
referred  recently  to  that 
transaction  as  “an  electric 
shock"  for  other  car  makers. 

Whether  prescient  or  just 
parlous,  Mr  Eaton  was  on 
the  button.  But  few  would 
have  expected  the  first  deal 
of  the  year  to  have  been  the 
sale  of  Volvo  Cars  to  ftanL 
Subject  to  approval  from 
Volvo's  shareholders  this 


month,  that  will  give  Ford 
an  almost  unrivalled  portfo- 
lio of  upmarket  brands 
including  Lincoln,  Jaguar 

and  Aston  Martin. 

But  spending  $6.45bn  on 
Volvo  may  not  be  Ford’s  last 
word.  With  more  than  SlObn 
in  the  kitty  even  after  the 
deal,  William  Clay  Ford  and 
Jac  Nasser,  the  group's  new 
chairman  and  chief  execu- 
tive, still  have  cash  to  spare. 

What  might  attract  them 
next  has  been  one  of  the 
industry’s  obsessions  in 
recent  weeks.  Mr  Nasser  has 
dismissed  reports  of  interest 
in  Nissan  Motor,  the  ailing 
Japanese  car  and  truck 
maker  which  has  become 
most  observers'  next  take- 
over target. 

Yoshikazu  Hanawa,  Nis- 
san’s president,  no  longer 
hides  his  interest  in  welcom- 
ing a rich  foreign  partner.  A 
big  cash  injection  from 
abroad  is  the  most  painless 
solution  to  Nissan's  chronic 
debt  load  and  sagging  sales. 

Emboldened  by  its  suc- 
cessful new  products  and 
greater  productivity,  Ren- 
ault has  already  put  its 
name  forward.  In  January, 
Mr  Ghosn  said  his  group 
could  be  interested  in  up  to 
20  per  cent  of  Nissan  if  the 
price  were  right.  Others 
have  been  looking,  albeit 
less  publicly. 

But  the  most  likely  buyer 
is  DaimlerChrysler.  The 
group  had  until  recently 
eschewed  suggestions  of 


interest,  arguing  its  bands 
were  full  implementing  its 
own  merger.  Subsequent 
hints,  however,  from  Mr 
Eaton  and  JUrgen  Schrempp, 
his  German  opposite  num- 
ber, suggest  priorities  may 
have  changed. 

In  February,  Mr  Schrempp 
said  a decision  on  taking  a 
stake  could  come  within 
three  months.  That  would 
raise  few  eyebrows.  Daimler- 
Chrysler has  for  months 
been  in  talks  to  buy  Nissan 
Motor's  40  per  cent  of  Nissan 
Diesel,  a leading  Japanese 
truck  maker. 

The  failure  of  those  discus- 
sions to  reach  a conclusion 
has  been  widely  taken  to 
Indicate  cold  feet  at  Daimler- 
Chrysler. But  the  more 
likely  answer  is  that  Messrs 
Eaton  and  Schrempp  have 
shifted  their  focus  from  Nis- 
san Diesel  to  its  parent  com- 
pany. 

The  fate  of  the  Nissan 
group  - whether  just  tracks 
or  cars,  too  - is  one  example 
of  the  wider  convulsions 
rocking  commercial  vehicles. 
Shares  in  the  dwindling 
band  of  independent  truck 
makers  have  surged  after 
Volvo  said  it  would  use 
Ford's  cash  to  expand  in 
trucks. 

Volvo's  gaze  has  now 
broadened  beyond  Scania,  its 
Swedish  arch-rival,  after 
takeover  talks  with  Investor, 
Scania  "s  main  shareholder, 
broke  down  over  price.  The 
collapse  may  have  been  a 


In  this  edition 

+ Components  sector 
Regional  reports  Pages  1-3 


• Tyres:  Interview  with 
Samir  Gibara  Page  3 


• Focus  on  eastern 
Europe:  Country  reports 

Pages  4-5 


• Guest  column;  Sir  Trevor 
Chinn,  chairman  of  Lex 
Service  Page  6 


• Statistics 


Page  6 


negotiating  ploy:  Scania's 
stock  rocketed  in  January 
after  Volvo  revealed  it  had 
bought  IS  per  cent  in  a dawn 
raid 

Breaking  off  the  negotia- 
tions could  be  a way  for 
Volvo  to  bring  the  price 
down,  although  the  strategy 
is  risky  given  rumours  that 
Scania  has  other  suitors. 
Alternatively.  Volvo  could 
have  other  targets.  One  may 
be  Navistar,  the  US  trucks 
and  engines  group,  which  is 
still  finding  its  feet  in  the 
heavy  truck  market  after  a 
difficult  few  years. 

Mitsubishi  Motors  cottld 
be  another  object  of  Volvo's 
desire.  The  two  companies 
have  an  established  rapport 
through  NedCar,  their 
Netherlands-based  carmak- 
ing joint  venture.  NedCar's 
future  now  looks  cloudy 
after  Volvo's  decision  to 
divest  cars.  But  Volvo's 
interest  in  Mitsubishi's 


COMPONENTS:  EUROPE  by  John  Griffiths 


M&A,  overcapacity  to 
take  their  heavy  toll 


For  the  successful  groups  there  could  be 
large  rewards  In  exchange  for  heavy 
capital  investment  and  technical  resources 


The  creation  of 
DaimlerChrysler,  Ford's 
takeover  of  Volvo  car 
operations,  and  other  merg- 
ers among  car  makers 
waiting  in  the  wings  have 
dispelled  any  hopes  among 
automotive  component  sup- 
pliers of  a pause  in  the 
relentless  process  of  consoli- 
dation in  their  own  sector. 

To  an  extent  few  in  the 
industry  thought  likely  five 
years  ago,  the  number  of 
vehicle  makers,  both  car  and 
truck,  is  reducing  to  the 
point  where  it  no  longer 
seems  inconceivable  that  the 
world  industry  will  comprise 
just  eight  or  nine  main  play- 
ers within  the  next  decade  or 
two. 

Europe,  with  current  over- 
capacity estimated  by  Price- 
waterbouseCoopers  at  6.7m 
units  - or  more  than  20  per 
cent  - and  still  too  many 
national  manufacturers,  is 
expected  to  take  the  brunt  of 
rationalisation  in  the  next 
big  economic  downtnm. 

Fewer  car  makers  in  itself 
means  fewer  core  compo- 
nents suppliers.  But  the 
adoption  by  big  car  makers 
such  as  Volkswagen  of  ■plat- 
form’ strategies  - building  a 
variety  of  vehicles  from  one 
basic  set  of  engineered  com- 


M&A  transactions  in  1998 


ponents  - also  means  fewer, 
but  bigger,  contracts  for  the 
suppliers  with  the  resources 
and  global  reach  to  handle 
them. 

DaimlerChrysler,  just  a 
few  months  into  its  exis- 
tence, is  reviewing  its  entire 
components  supply  chain  in 
Europe  and  North  America. 
Suppliers  to  the  previously 
separate  groups  will  be 
expected  to  work  together  in 
pursuit  of  further  efficien- 
cies and  cost  savings  - in 
particular  through  increased 
volumes  and  stronger  suppli- 
ers taking  over  weaker  ones 
in  specific  component  cate- 
gories. 

Five  years  into  its  owner- 
ship of  Rover  Group  of  the 
UK,  BMW  is  finally  rationalr 
ising  components  purchas- 
ing for  both  groups.  That 
£lbn  of  Rover’s  £4.5bn 
expenditure  on  components 
is  now  heading  outride  the 
UK  illustrates  how  big  an 
impact  changes  at  the 
vehicle  manufacturer  level 

can  have  on  the  components 
sector.  It  will  not  be  many 
months  before  Ford’s  take- 
over of  Volvo  starts  to 
import  on  the  Swedish  car 
maker's  components  sourc- 
ing. 

For  the  successful  compo- 


nents groups,  the  rewards 
are  potentially  great.  Big 
suppliers  stand  to  gain  from 
their  heavy  investment  in 
developing  the  increasingly 
complex  component  modules 
which  vehicle  makers  are 
demanding,  such  as  com- 
plete front-end  assemblies 
made  up  of  bumpers,  head- 
lights and  other  integrated 
components. 

Demand  for  front-end  mod- 
ules in  particular  is  forecast 
to  double  over  the  next  five 
years  or  so  as  car  makers 
move  to  outsource  more  of 
the  total  vehicle  and  increas- 
ingly limit  their  own  role  to 
assembly. 

According  to  HeQa  of  Ger- 
many, one  of  tbe  leaders  in 
the  sector,  demand  for  inde- 
pendently-produced front 
ends  wiQ  reach  more  than 
•}.  F,m  units  a year  by  the  end 
of  the  decade. 

That  there  has  been  little 
let-up  in  the  pace  of  concen- 
tration throughout  the  auto- 
motive sector  is  evident  in 
the  volume  of  merger  and 
acquisition  deals  tracked 
over  the  past  year  by  Price- 
waterhouseCoopers  in  its  lat- 
est annual  study  of  the  sec- 
tor. 

There  were  273  such  deals 
within  Europe,  with  a dis- 
closed value  of  $8.5bn, 
although  this  includes  activ- 
ity in  areas  such  as  the  after- 
market and  retailing.  There 
were  42  involving  US  com  pa- 


'North  America 
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nies  merging  with  or  taking 
over  European  groups,  with 
a disclosed  value  of  $53bn. 
The  $43.4hn  of  deals  involv- 
ing European  takeover  or 
merger  with  US  groups,  how- 
ever, is  mainly  accounted  for 
by  the  Daimler-Benz/ Chrys- 
ler alliance.  Hundreds  more 
deals  embraced  tbe  Asia-Pa- 
cific, Latin  American  and 
other  emerging  regions. 

The  European  components 
industry  continued  to  feel 
the  effects  of  North  Ameri- 
can expansion.  Notable 
among  acquisitions  were 
Federal  Mogul’s  acquisition 
of  T&N  of  the  UK  for  $2.25bn 
and  North  American  engines 
group  Caterpillar’s  Sl.Sbn 
purchase  from  Lucas' Varity 
of  its  Perkins  diesel  engines 
business.  Only  last  month 
Meritor  Automotive,  the  US 
automotive  group  formerly 
known  as  Rockwell, 
acquired  LucasVarity's 
heavy  vehicle  braking 
systems  divirion  for  $390m. 

The  traffic,  however,  was 
not  all  one  way  between 
Europe  and  North  America: 
nT  of  the  US  sold  its  electri- 
cal systems  activities  to 
Valeo  of  France  for  $1.7bn, 
and  its  braking  systems  and 
chassis  engineering  activi- 
ties to  Continental,  the 
diversifying  German  tyres 
group,  for  Sl.Sbn.  United 
Technologies,  the  US  con- 
glomerate. has  also  put  its 
automotive  components 
business,  United  Technolo- 
gies Automotive,  up  for  sale 
and  is  likely  to  attract  inter- 
est from  European  as  well  as 
other  US  components 
groups.  It  makes  a range  of 
products  from  system 
motors  to  braking  systems. 

. Within  Europe  itself, 
recent  deals  have  included 
the  incorporation  of  seat 
maker  Bertrand  Faure  into 
Peugeot’s  components  arm, 
ECIA,  for  $L2bn. 

In  mid-February,  one  of 
tbe  biggest  North  America- 
European  deals  finally  went 
through  after  a lengthy  bid 
battle  between  TRW  of  the 
US  and  arch-rival  Federal 
Mogul.  UK-based  LucasVar- 
ity  agreed  to  a 228p-per-share 
offer  from  TRW  of  the  US 
valuing  LucasVarity  at  $7bn. 
• Regional  reports. 
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trucks  operation  may  have 
grown  proportionally  stron- 
ger. 

The  two  groups  were 
working  together  to  market 
each  other's  vehicles  and 
studying  whether  to  develop 
a new  light  truck  range. 
With  Mitsubishi  weakened  - 
although  not  as  much  as 
Nissan  - Volvo  may  have 
spotted  a good  home  for  its 
new-found  cash. 

Large  amounts  of  money 
have  already  changed  hands 
in  the  components  industry 
this  year.  Delphi's  $1.7bn  ini- 
tial public  offering  got  off  to 
a flying  start,  with  shares  in 
the  world's  biggest  parts 
maker  jumping  comfortably 
above  their  issue  price.  Ana- 
lysts worried  about  the  dan- 
ger of  further  industrial 
strife  after  last  year's  bitter 
differences  between  the  Gen- 
eral Motors  subsidiary  and 
the  United  Auto  Workers 
union  might  take  comfort: 


about  20,000  of  Delphi's  US 
workers  took  the  opportu- 
nity to  buy  pre-assigned 
shares  - possibly  indicating 
greater  harmony  ahead. 

While  the  Delphi  deal 
went  largely  to  expectations, 
there  have  been  no  lack  of 
surprises  on  the  supply  side. 

Robert  Bosch,  Europe's 
biggest  components  group, 
continued  its  gradual  expan- 
sion in  Asia  by  taking  con- 
trol of  Zexel,  the  Japanese 
maker  of  fuel  injection 
systems  and  diesel  engines. 
The  deal  follows  Bosch's  dis- 
creet purchase  last  year  of 
controlling  stakes  in  a num- 
ber of  South  Korean  joint 
ventures. 

A few  weeks  earlier  came 
the  $7bn  auction  of  Lucas- 
Varity. the  UK-US  brakes 
specialist.  After  being 
rebuffed  by  shareholders  on 
a planned  change  of  domicile 
to  the  US,  LucasVarity  found 
itself  courted  by  both  TRW 


and  Federal-Mogul  as  poten- 
tial partners.  TRW  produced 
the  winning  bid,  creating  a 
big  new  force  in  components 
with  combined  1998  sales  of 
nearly  $19bn.  Together,  the 
new  group  will  link  TRW’s 
expertise  in  steering  and 
suspension  with  LucasVari- 
ty's know-how  in  brakes  and 
other  components. 

But  Dick  Snell.  Federal- 
Mogul’s  growth-minded  boss, 
made  clear  his  decision  to 
pull  out  of  the  bidding  would 
not  stop  him  targeting  other 
components  companies  if 
they  fit  his  fast-expanding 
group.  In  spite  of  building  up 
heavy  debts  to  expand  Fed- 
eral-Mogul through  acquisi- 
tions, Mr  Snell  remains 
much  favoured  by  investors. 
Few  think  it  will  be  long 
before  he  strikes  again. 

That  pause  for  thought 
may  give  smaller  parts  com- 
panies time  to  move.  Last 
month,  Arvin  Industries,  the 
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US  shock  absorbers  and 
exhausts  specialist,  made  its 
long-awaited  attempt  to 
expand  into  other  areas 
through  an  agreed  S276m  bid 
for  the  Purolator  filters  busi- 
ness of  Mark  IV  industries. 
Not  long  before,  Borg- 
Warner  Automotive,  the  Chi- 
cago-based transmissions 
group,  announced  plans  to 
spend  $600m  on  Kuhlman,  a 
turbocharger  specialist 

Not  to  be  outdone,  the 
world’s  tyre  makers  have 
also  been  busy  this  year. 
Goodyear's  Samir  Gibara 
started  the  ball  rolling  by 
striking  a broad  alliance 
with  Japan's  Sumitomo  Rub- 
ber Industries.  Widely  seen 
as  a takeover  via  the  back 
door,  the  complex  transac- 
tion will  create  a series  of 
joint  ventures  in  which  the 
US  group  will  clearly  have 
the  upper  hand. 

Barely  was  the  ink  on  that 
deal  dry  than  Pirelli  and 
Cooper  Tire  announced  their 
own  link.  The  two  denied 
the  alliance,  which  creates 
joint  marketing  structures  in 
the  US  and  South  America, 
was  a reaction  to  Goodyear- 
Sumltomo. 

But  for  many  observers,  it 
was  the  first  of  what  will 
probably  be  a string  of  trans- 
actions as  smaller  tyre  mak- 
ers react  to  growing  domina- 
tion by  their  larger 
counterparts  as  part  of  the 
broader  motor  industry'  con- 
solidation which  shows  no 
sign  of  abating. 


lien  Ole  Talk  About  European 
Olanufacturk  Ole  Oiean  It 


When  people  talk  about  the  opportunities  of 
the  European  single  market,  we  on  Madeira 
know  what  they  mean.  Because  here,  there  is  an 
international  business  centre  that  is  helping 
companies  meet  the  veiy  special  needs  of  doing 
business  in  Europe.  That's  right,  Europe. 
Madeira  is  a region  of  Portugal  with  full  mem- 
bership of  the  European  Union  (EU). 

We  understand  that  paying  close  attention  to 
efficiency  in  production  and  costs  is  key  to 
success.  That's  why  we  created  a unique 
European  industrial  free  trade  zone  (IFTZ). 

Madeira’s  IFTZ  offers  manufacturers  exemp- 
tion from  tax  on  profits,  dividends  and  capital 
gains  until  2011.  There  is  EU  regulated  exemp- 
tion from  import  duties  if  EU  origin  rules  are  met. 
Operation  and  labour  costs  are  competitive  and 
our  communications  infrastructure  is  world  class. 
And  there's  more. 

If  you  are  interested  in  European-based 
production,  come  and  talk  with  us.  When  we  say 
that  the  advantages  of  Madeira’s  IFTZ  can 
advance  your  success  in  Europe,  we  mean  today. 


Madeira 

Europe  J Perfect  Platform 
For  Global  BuAneJd 


Madeira  Development  Company 

Rua  da  Monara,  No.  9-1 
Ml  Box  4164 

9052  Funchal  Codex  Madeira  Portugal 
let  (351-91)  20.1332  Fax  (351-91)  20.13.99 


For  information  on  Madeira  and  how  we  can  help  vour  business,  write  or  lax  us  ai  our  address. 
You  can  find  us  on  the  Internet  at  http^fawwjdn] .pt/  E-mail  sdm@sdm.pt 
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NORTH  AMERICA  by  Nikki  Tait  in  Chicago . ; 

Consolidation  appears  set  to  continue 

Auto  units  belonging  to  United  Technologies  and  Allied  Signal  are  among  the  names  expected  to  be  involved  in  multi-million-dollar  deals  during  this  year 


Consolidation  has  been  the 
overriding  trend  in  the  US 
automotive  parts  industry  for 
several  years  - and  all  the 
Indications  are  that  this  is  likely 
to  remain  the  case  for  some  time 
yet 

Amongst  the  larger  deals 
completed  in  1998,  for  example. 
Toledo-based  Dana  Corporation 
emerged  as  a “white  knight” 
bidder  for  Echlin,  in  a $3.5bn 
deal;  ITT  Industries  sold  off  its 
electrical  systems  business  to 
France's  Valeo  for  $1.7bn,  and  its 
brakes  business  to  Germany’s 
Continental  for  SlJSbn. 

Detroit's  Federal-Mogul  added 
the  automotive  division  of 
Cooper  Industries  (on  top  of 
earlier  purchases  of  Britain’s 
T&N  and  Chicago-based  Fel-Pro) 
for  $l.9bn;  and  Borg- Warner 
in  Chicago  acquired  Kuhlman 
for  $660m.  primarily  for 


its  turbocharger  business- 

The  early  weeks  of  1998 
have  been  just  as  lively.  A 
bid  battle  loomed  for  Britain's 
LucasVarity,  as  both 
Federal-Mogul  and  Cleveland's 
TRW  eyed  up  acquisition 
possiblities.  In  the  end  TRW 
emerged  victorious  - without 
Federal-Mogul  putting  up  a 
full-blown  fight  - and  acquired 
the  British  group  for  about  $7bn. 

Other  assets  either  remain  on 
the  market  or  could  be 
earmarked  for  sale  later  this 
year,  including  United 
Technologies'  automotive 
business,  and  a division 
of  Allied-Signal.  UT,  for 
example,  confirmed  recently  that 
it  had  received  the  first  bids  for 
the  unit  and  could  close  a deal  by 
the  summer.  Analysts  have 
suggested  that  it  might  fetch  a 
figure  in  the  $2bn  to  $3bn  range. 


Meawnhile,  players  such  as 
Federal-Mogul's  Dick  Snell  and 
Mentor's  Larry  Yost  have  made 
clear  they  remain  open  to 
acquisition  opportunities  - 
although  the  latter  company, 
which  was  spun  off  from 
Rockwell  and  recently  bought 
LucasVarity’s  heavy  vehicle 
braking  systems  unit  for  £235 m, 
has  suggested  that  it  would  like  a 
“digestion”  period  first 
But,  within  this  broad  trend, 
both  analysts  and  industry 
players  think  there  are  nuances 
developing.  Much  of  the  Initial 
consolidation  was  driven  by 
changes  instigated  by  the 
original  equipment 

manufacturers  (OEMs).  As  car 
and  truck  makers  sought  to 
simplify  their  supply 
arrangements  and  squeeze  out 
costs,  they  became  anxious  to 
deal  with  a smaller  number  of 


companies  on  a broader, 
international  basis. 

Accordingly,  many  of  the 
larger  "tier  one"  suppliers  - or 
companies  which  aspired  to  be  in 
this  class  - sought  to  broaden 
their  product  offerings  and  estab- 
lish networks  outside  their  home 
country. 

But,  increasingly,  many  OEMs 
would  like  to  outsource  not  just 
the  supply  of  components  but 
whole  “modules"  - where  suppli- 
ers have  already  assembled  doz- 
ens of  parts  into  basic  units,  such 
as  dashboards.  The  automaker 
then  bolts  together  a simplified 
number  of  parts.  "Now  customers 
are  looking  for  more  than  just 
global  supply  of  components. 
They're  looking  for  modularity,” 
says  Joseph  Magllochetti,  Dana 
Corporation's  newly-  promoted 
chief  executive. 

That,  he  suggests,  is  already 


changing  the  nature  of  the  con- 
solidation - and  may,  in  some 
lead  to  more  In  the  way  of 
cooperative  ventures  and  allied 
manufacturing  arrangements, 
rather  than  all-out  acquisitions. 

Other  observers  think  that 
some  of  the  activity  by  “tier  one" 
suppliers  will  ease  off,  not  least 
because  of  the  sheer  number  of 
deals  done  recently,  and  the  need 
to  digest  and  reorganise  recently- 
acquired  assets.  But  that,  in  turn, 
could  simply  mean  that  the  spot- 
light focuses  elsewhere. 

“Some  companies  are  bumping 
up  against  what  is  practical  to 
put  together,  and  still  sorting  out 
what  they've  bought,"  says  Tom 
Evans,  head  of  Tenneco  Automo- 
tive. But,  he  adds,  there  could  be 
more  activity  to  come  In  second- 
ary areas  such  as  heating  and 
ventilating  products  and  emmis- 
sion  controls,  and  also  amongst 


some  of  the  sub-suppliers,  who 
sell  materials  and  the  like  to  the 
bigger  players. 

The  question  of  how  tolerant 
the  OEMs  will  be  of  this  process 
is  a moot  point.  While  they  were 
Initially  anxious  to  see  suppliers 
consolidate  and  simplify  their 
buying  arrangements,  many 
parts  companies  think  that  the 
pace  of  change  may  have  taken 
the  big  car  and  truck  makers  by 
surprise.  Even  companies  which 
have  led  the  move  to  more  “co- 
operative” supply  relationships  - 
such  as  Chrysler  - are  still  said 
to  do  a fair  amount  of  "shadow 
engineering"  to  ensure  that 
“power  shift”  is  not  too  exten- 
sive. 

Finally,  there  is  the  question  of 
what  Impact  the  spin-off  of  GM's 
parts  business,  Delphi  Automo- 
tive, and  a possible  similar  sepa- 
ration of  Ford's  Visteon  unit  may 


have.  The  GM  divestiture  Is 
already  under  way,  with  a minor- 
ity stake  floated,  on  the  stock 
market  and  a full  spin-off  set  for 
later  this  year.  Timing  vis-d-vis 
the  Ford  unit  is  less  clear,  but 
such  action  seems  unlikely  to 
-occur  before  2000. 

- Either  way,  rival  suppliers  are 
watching  closely  to  see  whether 
such  moves  open  up  supply 
opportunities,  or  create  new 
effective  competitors.  The  Delphi 
situation  is  viewed  by  many  as 
particularly  interesting,  as  GM 
attempts  to  juggle  its  need  for 
cost-efficiencies  with  a simulta- 
neous desire  far  more  harmoni- 
ous labour  relations. 

“This  industry  has  changed 
more  in  the  past  five  years  than 
in  the  previous  20."  says  Mr 
Evans.  “And  I think  it'll  change 
one  more  time  in  the  next  five 
years.” 


PROFILE 

DELPHI 


Spin-off  may  provide  more 
opportunities  in  supplies 


In  a process  which  went 
without  any  major  hitch  and 
was  generally  applauded  by 
analysts,  Delphi  Automotive 
Systems,  the  world's  largest 
auto  parts  maker  and 
now  one  of  the 
biggest  US  companies, 
made  its  stock  market  debut 
last  month. 

A minority  stake  in  the 
Michigan-based  group  was 
sold  to  investors,  by  way  of 
an  initial  public  offering  at 
the  beginning  of  February. 

The  100m  shares,  around 
17.7  per  cent  of  the 
entire  equity,  were  priced 
at  $17.  at  the  upper  end 
of  the  range  originally 
indicated. 

This  raised  approximately 
$1.7bn,  money  which  will  be 
used  for  general  corporate 


purposes.  General  Motors. 
Delphi's  parent,  will 
distribute  the  remaining 
465m  shares  to  holders  of 
GM  stock  later  this  year  - at 
which  point  its  parts-maklng 
arm  will  officially  be  a 
separate  company. 

Delphi  is  by  no  means  the 
first  business  spun  off  by 
GM. 

In  recent  years 
streamlining  efforts  at  the 
world's  largest  automaker 
have  led  to  the  divestiture  of 
the  likes  of  Detroit  Diesel 
and  Electronic  Data 
Systems.  A month  ago, 
American  Axle,  a much 
smaller  collection  of  former 
GM  parts  plants,  also  made 
Its  debut  on  the  stock 
market  - although  with  less 
initial  success. 


But,  by  most  measures, 
Delphi  Is  a significantly 
larger  divestiture  than  any  of 
the  previous  sales  or 
spin-offs. 

its  annual  revenues  are 
over  $28bn,  more  than  twice 
the  size  of  Goodyear  Tire, 
for  example,  and  almost 
double  those  of  Bill 
Gates'  Microsoft  It  employs 
around  307,000  people 
worldwide. 

A good  portion  of  its 
operations  are  also  spread 
globally.  Nearly  60  per  cent 
of  its  employees  and  about 
30  per  cent  of  its 
manufacturing  facilities  are 
outside  North  America. 

About  28  per  cent  of  1997 
sales  came  from  products 
manufactured  overseas. 

Products,  too,  are  spread 


from  chassis  and 
steering-based  equipment 
through  to  a substantial 
business  In  the  growth  area 
of  automotive  electronics, 
audio  and  communications. 

Most  analysts  think  the 
Delphi  spin-off  will  be  good 
for  GM.  A high  degree  of 
vertical  integration  has  been 
cited  as  one  factor  holding 
back  margins  at  the 
carmaker. 

The  ability  to  introduce 
even  more  competition  into  • 
supply  arrangements  over 
time  should  also  help  to 
improve  returns.  In  addition, 
working  capital  at  GM  is 
expected  to  increase 
significantly  - by  about 
52.7b n - once  the  spin-off  ts 
complete. 

In  pressing  ahead  with  the 
reorganisation,  its 
formerly-splintered  parts 
operations  has  become  a 
cohesive  and  profitable 
business.  GM  has  also  been 
ahead  of  its  big 
Detroit-based  competitor. 
Ford,  which  has  moved  to 
split  out  its  components  . 
interests  as  a separate 
operating  unit  under  the 
Visteon  name. 

Both  competitors  and 
analysts  agree  that  Visteon 


lags  Delphi  in  establishing 
an  operating  strategy, 
independent  of  its  existing 
parent  The  Expectation  is 
that  Visteon,  too,  will 
eventually  be  spun  off,  but 
probably  not  this  year. 

If  the  separation  is  good 
for  GM,  De^tfii,  too,  has 
been  stressing  the 
advantages,  tt  has  argued 
that  the  ability  to  grow 
non-GM  business  will  be 
“srgn/fica/jffy  enhanced" 
once  it  is  fully  independent 

‘Other  vehicle 

manufacturers  have  been,  to 
varying  degrees,  reluctant  to 
purchase  components 
extensively  from  a supplier 
owned  by  GM ...  we  believe 
this  is  attributable  in  part  to 
concerns  that  the  related 
profits  would  strengthen  GM 
and  that  GM  might  obtain 
access  through  Delphi  to 
confidential  information 
regarding  the  other  vehicle 
manufacturers’  vehicle 
designs  and  manufacturing 
processes,"  Delphi 
commented  in  the  course  of 
the  IPO. 

Nevertheless,  building  up 
non-GM  business  will  be 
one  of  the  big  tests  over  the 
next  few  years.  Since  1993, 
this  has  increased  relatively 


modestly,  from  about  13.3 
per  cent  to  18.3  per  cent  in 
1997. 

Improving  margins  will  be 
another.  Last  year,  after-tax 
income  fell  to  $8 89m  from 
over  $1.3bn  in  the  previous 
year,  even  before  the  impact 
of  charges  and  the 
debilitating  work  stoppages 
over  the  summer,  with  the 
net  income  margin  standing 
at  just  over  3 per  cent 

According  to  J.  T. 

Batten  berg,  Delphi's  chief 
executive,  the  current 
objective  is  to  increase  this 
by  about  half  a percentage 
point  each  year  for  the  next 
four  years.  This  would  then 
raise  the  margin  to  about  5 
per  cent  by  2002. 

Finally,  there  are  tire 
labour  issues.  Delphi  has 
had  difficult  relations  with  its 
unions  in  the  past  including 
the  United  Auto  Workers, 
which  represents  the  largest 
single  group  of  employees. 
The  UAW  has  been  publicly 
opposed  to  the  spin-off,  and 
labour  disputes  have  cost 
Delphi  more  than  S900m 
over  the  past  two  years. 
National  contract  talks  also 
loom  later  this  year. 

Nikki  Tait 


Fact-fincfing:  J.  T.  Batten  berg  fright)  and  Jack  Smith,  GM  chairman, 
look  at  was  harnesses  mads  at  the  Delphi  Racvd  Electric  plant  ht 
Brookhaven  during  an  annual  tour  of  subsidiaries  AP 


JAPAN  by  Alexandra  Harney  in  Tokyo 

Close  links  a 
barrier  for 
predators 

Dwindling  demand  and  excess  capacity 
serve  up  some  tempting  rick  pickings 


SOUTH  AMERICA  by  Mark  Mulligan  In  Santiago 


Brazilian  devaluation 
brings  out  calculators 


New  and  expanded  investments  are  reassessed  as  the  continent 
feels  a wind  of  change  in  the  biggest  market 


When  Goodyear  and 
Sumitomo  Rubber  formed  a 
strategic  alliance  to  create 
the  world's  largest  tyre  com- 
pany last  month,  the  first 
question  on  Investors'  minds 
was:  “Who  next?" 

The  deal  underlined  the 
growing  sentiment  among 
US  and  European  ear  manu- 
facturers that  the  Japanese 
components  sector  is  ripe  for 
the  picking.  Dwindling 
demand  for  cars  has 
squeezed  parts  manufactur- 
ers. leaving  the  industry 
with  shrinking  revenues  and 
a lot  of  excess  capacity. 

There  is  little  doubt  that 
Japan's  car  components  sec 
tor  is  heading  for  consolida- 
tion. But  what  is  much  less 
clear  is  how  foreign  compa- 
nies will  negotiate  the  sub- 
stantial obstacles  to  doing 
business  - namely,  tbe 
highly  competitive  and 
closely-guarded  relationships 
between  Japanese  automak- 
ers and  their  loyal  suppliers. 

The  irony  is  that  these 
mutually-supportive  ties 
were  the  driving  force 
behind  growth  in  the  indus- 
try's Y7.700bn  annual  reve- 
nues until  recently. 

Starting  in  the  1950s,  sev- 
eral Japanese  carmakers 
invested  in  a group  of  small, 
local  manufacturers  through 
direct  equity  investments 
and  loan  guarantees.  Toyota. 
Nissan,  and  Honda  each 
developed  a circle  of  suppli- 
ers which  provided  more 
than  70  per  cent  of  parts  on 
a just-in-time  basis. 

The  collapse  in  car 
demand  in  Japan  and  Asia 
since  1997  has  revealed  the 
inherent  structural  ineffi- 
ciencies in  this  system,  how- 
ever. The  12.6  per  cent 
decline  in  car  sales  - from 
6.73m  units  to  5.68m  in  1998 
alone  - has  forced  a sharp 
contraction  in  earnings  at 
parts  makers  which  depend 
heavily  on  carmakers' 
domestic  production.  Cal- 
sonic.  an  air  conditioner, 
radiator,  and  muffler  manu- 
facturer owned  33.3  per  cent 
by  Nissan,  recorded  a 67  per 
cent  decline  in  profits,  from 


Y1.3bn  to  Y424m,  on  turn- 
over of  Y75.92bn  in  the  last 
financial  year. 

Yet,  Just  as  the  downturn 
in  car  demand  has  widened 
the  divide  between  strong 
and  weak  automakers,  a gap 
has  emerged  between  the 
components  manufacturers 
as  well. 

Denso,  the  industry  leader 
and  the  world's  fourth-lat- 
est parts  manufacturer,  saw 
only  a 2.7  per  cent  decline  in 
net  earnings  in  the  year  to 
March  1996.  from  Yol.Iobn  to 
Y49.77bn  on  turnover  of 
Yl.375.13bn.  One  of  the  main 
reasons  for  its  success  is  its 
affiliation  with  Toyota. 
Japan's  largest  carmaker: 
companies  in  the  Toyota 
group  own  more  than  30  per 
cent  of  Denso. 

In  between  is  a motley 
group  of  more  independent 
parts  makers  supplying  sev- 
eral carmakers,  including 
Akebono  Brake,  the  brake 
manufacturer,  Kayaba 
Industry,  which  makes 
shock  absorbers,  and  Riken, 
the  piston  ring  manufac- 
turer. 

But  even  these  companies 
have  not  been  able  to  avoid 
the  collapse  in  the  market. 
Analysts  say  that  Japanese 
parts  makers'  dependence  on 
domestic  carmakers  - in  the 
form  of  supply  relationships 
as  well  as  loan  guarantees 
and  other  financial  support 
- has  been  the  largest  factor 
behind  this  decline.  Cal- 
sonic,  for  example,  depends 
on  Nissan  for  over  70  per 
cent  of  sales  in  Japan. 

The  industry  exported 
only  21.4  per  cent  of  total 
output  last  year,  compared 
with  28.2  per  cent  exported 
by  a sample  of  US  parts 
makers,  according  to  Morgan 
Stanley'  Dean  Witter. 

This  has  been  compounded 
by  high  fixed  costs  in  Japan, 
which  have  climbed  to 
record  levels  in  the  past  two 
years,  according  to  Christo- 
pher Redl.  industry  analyst 
at  Morgan  Stanley  Dean  Wit- 
ter. At  the  same  time,  com- 
panies have  been  expanding 
capacity  - a risky  move  in 


view  of  the  expected  decline 
in  domestic  demand. 

"The  production  system 
was  efficient  when  it  was  all 
sales -oriented  and  the  com- 
panies were  better  off."  says 
Mr  Redl.  “Now  they  are 
being  forced  to  meet  the 
financial  challenge  - to 
remain  profitable  during  a 


Tokyo  encourages 
temporary  closure 
rather  than 
capacity  cuts 


downturn  as  we’re  seeing 
now.  The  biggest  problem  is 
that  you  can’t  fire  anyone  in 
this  country." 

Japanese  labour  laws 
make  it  far  more  expensive 
to  sack  workers  or  make 
them  redundant  than  to 
keep  them  on  the  payroll. 
Although  some  manufactur- 
ing industries  - most 
recently,  the  truck  and  pet- 
rol sectors  - have  applied  for 
government  subsidies  to 
cover  these  costs,  the  gov- 
ernment has  encouraged 
companies  to  close  facilities 
temporarily  rather  than 
reducing  final  production 
capacity. 

The  keiretsu  system  (fam- 
ilies of  interlinked  compa- 
nies; also  allows  companies 
to  delay  significant  restruct- 
uring because  it  encourages 


managers  to  adhere  to  group 
strategy,  analysts  argue. 

Peter  Boardman.  of  War- 
burg Dillon  Read  in  Tokyo, 
points  to  the  example  of 
Tochigi  Fuji  Industries,  a 
small,  diversified  parts- 
maker  affiliated  with  Nissan 
Motor,  located  north  of 
Tokyo.  Tochigi  Fuji  makes 
slip  disks  used  in  car  wheels, 
and  has  ample  cash-flow  to 
support  a tie-up  with 
another  parts  maker.  But 
the  company  has  insisted  on 
protecting  its  relationship 
with  Nissan,  which  is  slash- 
ing production  levels  in 
expectation  of  its  sixth  year 
of  losses  out  of  tbe  last 
seven. 

"Now.  even  with  profits 
declining,  they're  just  not 
doing  anything.  It  is  like 
they’re  waiting  Tor  Godot," 
says  Mr  Boardman. 

But  there  are  indi  cations 
that  change  is  in  the  air.  Nis- 
san has  loosened  its  hold  on 
several  of  its  primary  suppli- 
ers in  recent  months  in  an 
effort  to  boost  cash-flow  and 
reduce  its  interest-bearing 
debt.  It  has  sold  shares  in 
Ikeda  Bussan,  Unisia  JECS. 
and  Kinugawa  Rubber 
Industries  to  companies  out- 
side its  ketretsu  - and  has 
even  sold  shares  in  its  affili- 
ates to  groups  associated 
with  Toyota  Motor. 

The  deals,  while  hardly  on 
the  scale  of  General  Motors’ 
move  to  sell  Delphi  Automo- 
tive Systems,  could  be  the 
harbinger  of  things  to  come. 


Recession  and  heavy 
financing  costs  have  spoiled 
the  party  for  some  car- 
makers  and  components 
manufacturers  planning  new 
or  further  investments  in 
South  America,  although  the 
long-term  view  remains  that 
the  region  offers  exciting 
prospects  for  growth. 

Plant  closures,  production 
cuts  and  project  delays  in 
tbe  lead-up  to.  and  since,  the 
devaluation  of  the  Brazilian 
currency  have  thrown  into 
question  some  forecasts. 
However,  analysts  are  stick- 
i ing  to  predictions  that  the 
country  wifi  lift  light  vehicle 
capacity  from  2m  units  a 
year  now  to  2.5m  by  next 
year  and  3.5m  by  around 
2003.  reflecting  the  some 
$12bn  of  foreign  investment 
into  the  region  in  the  last 
few  years. 

With  members  of 
Mercosur  - the  free  trade 
zone  encompassing  Brazil, 
Argentina,  Uruguay  and  Par- 
aguay, with  Chile  and 
Bolivia  as  associates  - agree- 
ing in  December  to  cut  tar- 
iffs on  imported  vehicles  to 
15  to  33  per  cent,  pressure  is 
mounting  for  some  produc- 
tion to  find  new  markets. 

Adding  to  this  pressure  is 
a big  downturn  in  domestic 
consumption  in  Brazil  and 
Argentina,  by  far  the  most 
important  South  American 
markets  in  terms  of  produc- 
tion and  sales. 

Same  industry  officials  say 
the  weaker  Real  may  serve 
to  make  Brazil,  which  relies 
largely  on  sales  to  Mercosur, 
more  competitive  with  Asia 
as  aD  exporter  of  vehicles 
and  parts  to  the  US  and 
Europe. 

“Brazil,  with  its  currency 
pegged  to  the  dollar,  hasn't 
been  as  competitive  as  other 
emerging  markets  - but  this 
could  now  change.”  says 
Brian  Babyak,  head  of  com- 
munications for  Latin  Amer- 
ica at  Delphi,  the  compo- 
nents manufacturer  recently 
spun  off  from  General 
Motors. 

Luis  Martinez,  head  of 
Latin  American  studies  at 
S&P  DRI,  says  the  Brazilian 
devaluation  will  also  have  a 
direct  impact  on  Argentina, 


whose  currency  is  still 
pegged  to  the  dollar.  “Not 
only  are  Brazilian  automo- 
tive parts  becoming  much 
cheaper  than  imports,  but 
cheaper  also  inside  the 
Argentine  market,"  he  said. 
This,  he  feels,  will  further 
squeeze  Argentine  produc- 
ers. which  are  often  second- 
tier,  or  aftermarket,  suppli- 
ers selling  to  markets  such 
as  Brazil  and  Venezuela, 
where  many  cars  are  more 
than  10  years  old. 

Meanwhile,  first-tier,  or 
direct-to-maker.  production, 
is  concentrated  in  Brazil, 
where  international  giants 
such  as  Delphi,  Allied  Sig- 
nal, Valeo.  TRW,  Magneti 
MareOi.  Bosch,  Siemens  and 
LucasVarity  battle  for  mar- 
ket share. 

Delphi,  with  nine  fully- 
owned  plants  and  three  joint 
ventures  in  Brazil,  two 
plants  in  Argentina,  two 
joint  ventures  in  Venezuela 
and  a technology  centre  now 
being  built  near  S3o  Paulo, 
is  one  of  the  longer-estab- 
lished manufacturers  in  an 
industry  which  last  year 
recorded  sales  of  $15bn  in 
Brazil  alone. 

With  duty  on  imported 
components  now  at  14  to  18 
per  cent,  and  the  arrival  of 
more  and  more  International 
automotive  groups  to  chal- 
lenge VW.  Flat.  General 
Motors,  and  Ford  - which 
together  still  account  for 
more  than  85  per  cent  of  pro- 
duction in  Mercosur  - parts 
makers  are  being  called  on 
to  produce  locally  and  play  a 1 
bigger  role  in  design  and 
development  of  vehicles  to 
help  cut  costs. 

“What  we  call  integrated 
production  is  now  a very 
clear  trend  in  Mercosur." 
says  Mr  Martinez. 

At  the  new  GM  plant  being 
build  in  Rio  Grande  do  Sul. 
for  example,  a small  group  of 
suppliers  will  set  up  their 
own  factories  around  the 
assembly  plant.  Chrysler 
will  also  have  its  suppliers 
positioned  around  the 
periphery  of  Its  new  plant  in 
the  southern  state  of  Parana. 
At  VWs  bus  and  truck  fac- 
tory in  Rio  de  Janeiro  state, 
parts  makers  have  been 


bought  inside  to  assemble 
modular  units  around  the 
main  production  line. 

This  Increasing  emphasis 
on  logistics  has  added  impe- 
tus to  a period  of  frenetic 
joint  venture  and  takeover 
activity  between  multina- 
tional and  local  components 
makers.  According  to  a 
report  late  last  year  by  tbe 
Economic  Intelligence  Unit, 
by  2000  ail  but  a handful  of 
first-tier  components  groups 
selling  directly  to  carmakers 
will  be  forejgn-owned,  with 
the  actual  number  of  suppli- 
ers falling  from  about  500 
now  to  200  to  30i). 

Typical  of  this  consolida- 
tion has  been  Magneti  Mar- 
elli,  the  Italian  group,  which 
in  1997  took  control  of  Cofap. 
one  of  Brazil's  best-known 
parts  makers.  LucasVarity. 
the  UK  manufacturer 
recently  the  subject  of  a 
$7bn  deal  with  TRW  or  the 
US.  is  taking  over  Freios 
Vargas,  Brazil's  biggest 
brakes  maker,  and  Hayes 
Lemerz  International  has 
agreed  to  lift  its  stake  in 
Brazilian  wheelmaker  Bor- 


lem  Empreendimentos. 

"Autoparts  makers  in 
Mercosur  - mainly  Brazil 
and  Argentina  - have  been 
going  through  a process  of 
purification."  says  Mr  Marti- 
nez. “In  the  last  three  or 
four  years  a lot  of  the  medi- 
um-sized and  most  of  the 
small  companies  have  been 
disappearing,  leaving  just 
the  middle-sized  and  big 
ones.  “And  a lot  of  these 
have  since  been  involved  in 
mergers  and  acquisitions." 

He  says  the  dominant 
players  are  now  sorting 
themselves  into  three 
groups:  new  investors 
looking  to  position  them- 
selves in  the  market:  more 
established  companies  such 
as  Valeo  - which  claims  60 
per  cent  of  the  4.1m  units  a 
year  headlamp  market  in 
Mercosur  - considering  a 
full  or  partial  withdrawal 
from  Latin  America;  and 
manufacturers  taking  advan- 
tage of  the  regional  down- 
turn to  consolidate  through 
acquisitions  and  joint  ven- 
ture 

“This  third  group  is 
looking  towards  recovery  In 
Mercosur  in  the  long  term," 
says  Mr  Martinez. 
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Healthy  appetite  remains 
after  a $1 .7bn  purchase 


For  years,  the  biggest 
takeovers  among  automotive 
suppliers  have  been 
one-way  affairs  as  US  giants 
have  picked  off  smaller, 
often  European,  rivals. 
Recently,  however,  the  tide 
has  turned  as  leading 
Europeans  have  cast  their 
gaze  across  the  Atlantic. 

Two  of  last  year's  biggest 
deals  Involved  European 
suppliers  paying  almost 
$4  bn  between  them  for  the 
components  businesses  of 
ITT  Industries.  One  of  the 
buyers  was  Valeo,  the 
fast-growing  French 
components  group,  which 
spent  $1.7bn  on  ITTs  auto 
electrical  side. 

After  steering  the  biggest 
takeover  of  his  12  years  at 
Valeo’s  wheel,  Noel  Goutard 
remains  as  keen  on 
takeovers  as  ever  to  fuel  his 
group’s  inexorable  growth. 
Over  the  past  five  years 
sales  have  climbed  by  an 
average  15  per  cent  a year, 
“and  we’ve  been  able  to 
grow  profits  faster  still". 

While  half  the  increased 
turnover  has  come 
organically,  acquisitions 
have  made  up  for  the  rest 

Mr  Goutard  will  not  hint 
where  his  next  target  might 
lie,  nor  quantify  the  savings 


expected  from  integrating 
ITTs  businesses  with 
Valeo's  own.  “Depending  on 
the  deal,  we  look  to  a two- 
to  four-year  payback.  In  this 
case,  it  will  be  the  longer 
end,"  is  ail  he  will  give  away. 

He  is  ready,  however,  to 
indicate  the  conditions  any 
takeover  must  meet  to 
satisfy  Valeo's  requirements. 
“We  have  four  main 
businesses:  thermal, 
clutches  and  transmissions; 
electrical  and  electronics; 
and  the  aftermarket.  From 
these  four  centres  we  strive 
to  enlarge  the  perimeter  of 
our  expertise." 

While  Valeo  would  be 
unlikely  to  expand  into  an 
entirely  new  field  it  will 
consider  just  about  anything 
within  its  four  core 
competences.  Mr  Goutard 
would  be  all  the  more 
enthusiastic  if  the  target 
filled  geographic  gaps  or 
added  complementary 
products  to  enhance  the 
group's  ability  to  make 
entire  systems,  rather  than 
just  parts. 

Such  a sure-footed 
approach  to  growth  explains 
Valeo's  rise  from  a 
manufacturer  of  car  heat 
exchangers  into  areas  such 
as  air  conditioning  and. 


latterly,  electronics.  Similarly, 
its  know-how  in  mechanical 
anti-theft  devices  has 
blossomed  into  broader 
expertise  in  entire  door 
systems. 

Electronics  features  high 
on  Mr  Goutard' s wish  list. 
“The  car  is  going  to  be 
electrified  100  per  cent,  and 
Valeo  is  going  to  be  part  of 
it,"  he  says.  Developments 
on  the  horizon  include  a 
move  from  1 2 volts  to  42 
volts  to  meet  the  insatiable 
needs  of  future  vehicles.  Any 
remaining  belt-driven 
devices,  such  as  pumps  and 
compressors,  will  be 
electrically  driven  before 
long,  he  predicts.  Ultimately, 
even  intake  and  exhaust 
valves  will  go  this  way. 

But  while  high-tech  parts, 
where  entry  barriers  inhibit 
newcomers,  top  his  plans, 
commodity  items  are  not 
excluded.  His  preference  is 
manufacturers  with  high 
volumes,  which  could  make 
even  low  margin 
components  profitable  when 
subjected  to  Valeo's  cost 
cuts,  or  for  acquisitions 
offering  synergies  with  other 
group  products. 

Even  plastics  - 
increasingly  dominated  by 
big  chemicals  companies 


Nodi  Goutant  *We  can  squeeze 
costs  better  than  most' 


moving  downstream  - could 
be  of  interest,  he  hints. 
Expertise  in  plastic 
mouldings  is  necessary 
when  linked  with  existing 
Valeo  products,  such  as 
lighting,  air  conditioning  or 
Interior  trim  to  provide 
complete  systems. 

Focused  thinking  has 
made  Valeo  a firm  favourite 
with  industry  analysts.  "Our 
positive  fundamental  view  of 
the  company  remains 
unchanged,"  say  Nicolas 
Hirth  and  Greg  Melich  at 
Morgan  Stanley  Dean  Witter 
in  London.  But  brokers'  buy 
notes  have  been  thinner  on 
the  ground  lately.  “Our 
concern  is  that  pressure  on 
suppliers  from  car  producers 
remains  intense,"  notes 
Camilla  Darwin  at  J P 
Morgan  in  London. 

Analysts  reckon  Valeo,  like 
other  suppliers,  faces  three 
main  risks: 

• Continued  downward 
pressure  on  prices  from 


vehicle  makers: 

• Growing  competition 
from  Delphi  and  Visteon,  the 
massive,  and  maybe 
revitalised,  giants  of  the 
business; 

• Dangers  of  a generalised 
downturn  in  vehicle  demand 
this  year. 

Mr  Goutard  appears 
sanguine  on  all  three  fronts. 
On  price  pressure,  he  argues 
Valeo  has  shown  it  can 
squeeze  costs  better  than 
most.  “We  have  been  able 
to  cut  costs  faster  than  has 
been  dictated  through  the 
pressures  of  decreasing 
prices.  Restructuring  is  a 
way  of  life  at  Valeo.  We  have 
rationalised  or  regrouped  at 
least  10  plants  a year". 

He  is  as  relaxed  on  the 
threat  of  tougher 
competition  from  rivals,  such 
as  Delphi  and  Visteon  now 
they  are  throwing  off  the 
shackles  of  their  parent 
companies.  The  world's  two 
biggest  suppliers  are 
chasing  business  much 
more  aggressively  to 
distance  themselves  from 
General  Motors  and  Ford, 
their  respective  parents.  Mr 
Goutard,  by  contrast,  sees 
Delphi's  flotation  and 
Visteon's  likely  follow-up  as 
opportunities,  not  threats. 
“Delphi  and  Visteon  cannot 
continue  to  monopolise 
supplies  to  their  parent- 
companies  eternally,"  he 
says." 

As  to  the  state  of  demand, 
Mr  Goutard  is  upbeat  about 
Valeo's  main  markets.  “The 
one  factor  you  want  to 
watch  is  interest  rates.  As 
long  as  people  think  money 
is  free,  they  will  buy  cars." 


Haig  Simonian 


SOUTH  KOREA  by  John  Burton  in  Seoul 


Weaklings  fall  to  the  strong 


Foreign  companies  seize  the  chance  to  snap  up  quality  manufacturers  as  painful  restructuring  begins 


It  has  been  a brutal  year  for 
South  Korea's  highly-frag- 
mented car  components 
industry,  which  consists  of 
hundreds  of  small  and  finan- 
cially weak  suppliers. 

Domestic  car  sales  fell  by 
50  per  cent  last  year  during 
the  country's  worst  reces- 
sion in  45  years.  More  impor- 
tantly, the  number  of  Kor- 
ean carmakers  that  kept 
component  sub-contractors 
in  business  has  dramatically 
shrunk  from  five  to  two  dur- 
ing' the  past  15  months  in  an 
industry  plagued  by  overca- 
pacity. 

The  car  components  indus- 
try is  now  heading  for  a 
period  of  painful  restructur- 
ing. Hyundai  Motor,  which 
bought  insolvent  Kia  Motors 
last  year,  has  embarked  on  a 
rationalisation  programme 
among  parts  suppliers  for 
the  two  carmakers. 

The  consolidation  process 
has  not  been  without  con- 
flict. Car  parts  workers  have 
gone  on  strike  to  get  back- 


pay owed  by  carmakers  that 
have  gone  out  of  business. 

Samsung  Motors  is 
demanding  that  its  only  car 
model,  the  SMS  saloon,  be 
kept  in  production  once  Its 
fledgling  car  business  is 
taken  over  by  Daewoo 
Motor,  although  Daewoo 
makes  a similar  model.  The 
reason?  Samsung  wants  to 
guarantee  jobs  for  the  net- 
work of  sub-contractors  it 
established. 

The  dispute  has  delayed 
Daewoo's  takeover  of  Sam- 
sung Motors. 

However,  the  woes  of  the 
car  parts  sector  have  pro- 
vided an  opportunity  for  for- 
eign companies  to  acquire 
some  of  Korea's  biggest  com- 
ponent manufacturers, 
which  have  a good  reputa- 
tion for  product  quality. 
'Analysts  believe  that  Korea 
could  emerge  as  a regional 
manufacturing  base  in  Asia 
for  foreign  component  pro- 
ducers. 

One  recent  example  was 


the  decision  in  January  by 
Ford  Motor  of  the  US  to 
acquire  majority  control  of 
Halla  Climate  Control 
(HCQ.  a maker  of  automo- 
tive air  conditioning  and 
heating  systems,  through 
Ford’s  Visteon  car  parts  sub- 
sidiary. 

Ford  doubled  its  stake  to 
TO  per  cent  in  HCC.  which 
was  established  in  I&36  as  a 
joint  venture.  It  is  a sub-con- 
tractor to  Hyundai.  Kia. 
Mazda.  General  Motors,  and 
Ford. 

“This  acquisition  better 
positions  Visteon  to  deliver 
leading-edge  climate  control 
systems  to  customers  around 
the  world,  especially  in  the 
Asia-Pacific  region"  says 
Ford.  This  followed  Ford’s 
purchase  of  HCC’s 
operations  in  Canada. 

Analysts  say  Ford's  invest- 
ment in  HCC  could  serve  as 
a model  for  the  revival  of  the 
Korean  car  components 
industry  since  foreign  com- 
panies, such  as  Ford,  have 


the  financial  resources  to 
buy  and  merge  suppliers, 
which  would  lead  to  greater 
cost  efficiency  and  Improve 
technical  capability. 

Foreign  Investors  in  the 
car  parts  industry  are  also 
attracted  by  tbe  size  of  the 
domestic  market.  Although 
Korean  carmakers  have 
recently  suffered  a severe 
downturn,  they  are  still 
expected  to  maintain  produc- 
tion capacity  of  3.5m 
vehicles  annually,  which  is 
the  second-largest  output  in 
Asia  after  Japan. 

More  foreign  takeovers  are 
likely.  HCC  was  just  one  of 
several  car  component  com- 
panies controlled  by  the 
Halla  Group,  which  went 
bankrupt  in  December  1997 
because  of  large  debts: 

Rothschild,  the  investment 
firm.  bank,  is  now  supervi- 
sing the  sale  of  other  Halla 
businesses,  including  Mando 
Machinery,  Korea's  biggest 
car  parts  supplier. 

Mando  has  already  sold  its 


half-stake  in  Korea  Automo- 
tive Motor  Co  (Kamco), 
which  manufactures  small 
motors  used  in  power  win- 
dow systems  and  air  condi- 
tioners. to  its  German  joint 
venture  partner.  Bosch,  for 
VVon35bn. 

Analysts  expect  that 
Mando  will  sell  several  of  its 
business  divisions  separately 
to  foreign  and  domestic  car- 
makers.  Ford  is  mentioned 
as  a possible  buyer  of  its 
joint  venture  Halla  Electron- 
ics. 

Despite  the  financial  prob- 
lems at  the  parent  Halla 
group,  Mando’s  operating 
performance  is  considered 
strong  because  of  its  leading 
position  in  Korea's  car  parts 
industry. 

D.K.  Yang,  automotive 
analyst  at  ING  Barings  in 
Seoul,  estimates  component 
makers  will  enjoy  sales 
growth  of  up  to  20  per  cent 
this  year  as  domestic  car 
sales  recover  and  exports  of 
car  parts  increase. 


WORLD  TYRE  INDUSTRY  by  John  Griffiths 


Countdown  to 


the  endgame 


Goodyear's  chairman  gives  his  thoughts  on  the  direction 
the  sector  is  heading  after  his  deal  with  Sumitomo  Rubber 


As  Samir  Gibara,  chairman 
of  Goodyear  Tire  and  Rub- 
ber, sees  It,  the  endgame  for 
consolidation  of  the  world's 
J75bn  world  tyre  industry  is 
starting  to  roll  into  sight. 

“Seven  to  10  years  down 
the  road  I think  you  will  see 
the  world  tyre  Industry  basi- 
cally in  the  bands  of  three  or 
four  global  players,"  he 
says." 

Mr  Gibara  was  speaking  in 
New  York,  in  an  Interview 
with  the  Financial  Times, 
after  cementing  a deal  mov- 
ing the  goalposts  for  the 
entire  industry., 

Goodyear  has  formed  a 
“global  alliance"  with  Sumi- 
tomo Rubber  Industries, 
Japan's  second-largest  tyre 
manufacturer.  In  reality,  it 
is  a takeover  by  Goodyear  in 
all  but  name.  Of  the  six  joint 
ventures  created  by  the  deal. 
Four  are  under  Goodyear's 
majority  control.  Only  in 
Japan  are  two  joint  ventures 

- one  dealing  with  the  origi- 
nal equipment  market,  the 
otber  with  replacement  tyres 

- under  a Sumitomo  major- 
ity holding,  in  a face-saving 
exercise  likely  only  to  post- 
pone the  day  that  Goodyear 
takes  full  control. 

The  alliance  has  had  the 
effect  of  breaking  Goodyear 
free  of  its  years-long  battle 
with  Michelin  of  France  and 
Bridgestone  of  Japan  for 
leadership  of  the  industry. 
Throughout  the  1990s  each 
has  had  sales  of  $izbn  to 
$13bn,  their  places  in  the 
pecking  order  changing  with 
even  minor  market  or  cur- 
rency shifts. 

Goodyear  is  now  the 
industry’s  undisputed  colos- 
sus. The  $2.5tm  of  Sumi- 
tomo’s $3.9bn  annual  tyre 
sales  being  brought  into  the 
alliance  lifts  the  new  group- 
ing’s sales  to  nearly  $16bn 
and  takes  Mr  Gibara  a big 
step  towards  bis  goal  of 
turning  Goodyear  into  a 
$20bn  to  S23bn  turnover 
entity  within  four  years. 

The  implication  of  Mr 
Gibara's  endgame  prediction 
Is  that  the  industry's  second 
tier  of  major  players,  notably 
Continental  of  Germany, 
Pirelli  of  Italy,  and  Yoko- 
hama of  Japan,  will  be 
forced  into  combinations  of 
their  own  - or  even  be  swal- 
lowed up  by  Goodyear, 
Michelin,  or  Bridgestone. 

Even  the  largest.  Conti- 
nental. has  tyre  sales  only 
about  one-third  those  of  the 
smallest  of  the  “big  three" 
players.  Pirelli’s  tyres  turn- 
over is  under  $4bn,  and 
Yokohama's,  $3bn-plus. 
Pirelli  has  already  tried, 
unsuccessfully,  to  merge 
with  Continental  - in  the 
early  1990s  - Mr  Gibara 


Samir  Gibara  now  heads  the  industry's  undisputed  colossus  A P 


points  out. 

As  for  the  rest  of  the 
industry,  the  odds  against 
emerging  market  players 
such  as  Korean  tyre  makers, 
which  until  even  recently 
appeared  to  stand  a real 
chance  of  making  inroads, 
have  lengthened  to  the  point 
where  they,  too.  have  little 
prospect  of  long-term  inde- 
pendence. says  Mr  Gibara. 

Not  surprisingly,  the  view 
is  not  shared  by  Hubertus 
von  Grunberg,  Continental's 
chief  executive,  or  Pirelli's 
chairman,  Marco  Tronchetti 
Provera. 

Both  maintain  that  they 
have  a viable  future  follow- 


The  smaller 
players  will  be 
unable  to  match 
global  reach’ 


ing  a broadly  similar  strat- 
egy: developing  and  manu- 
facturing technologically 
advanced  tyres  - capable  of 
commanding  higher  prices 
and  good  profit  margins  - in 
western  Europe,  while  meet- 
ing demand  for  cheaper,  vol- 
ume tyres  from  plants  in 
eastern  Europe  or  other  low- 
cost  centres  of  production. 

At  the  same  time,  they 
would  forge  partnerships  or 
alliances  with  other  tyre- 
makers  in  specific  areas 
where  a benefit  could  be 
identified. 

Currently  there  is  little  to 
suggest  that  either  Mr  von 
Grunberg  or  Mr  Troncherti 


Provera  are  wrong. 

Both  Conti  and  Pirelli  are 
making  good  profits,  and 
their  reputations  stand  high 
as  makers  of  premium  tyres 
on  at  least  a technological 
par  with  the  products  of  the 
“big  three". 

Underlining  the  strategic 
thinking,  Pirelli  is  forming 
an  alliance  with  Cooper  lire 
and  Rubber  of  the  US.  the 
world's  eighth-largest  pro- 
ducer. “We  have  been  negoti- 
ating this  for  almost  a year; 
it  is  part  of  a strategy  which 
will  allow  Pirelli  to  remain 
an  independent  global 
player,”  stresses  Mr  Tron- 
chetti Provera. 

In  late  February  Pirelli 
also  signed  a deal  to  collabo- 
rate cm  run-flat  tyre  develop- 
ment with  Michelin. 

“You  have  to  separate  the 
psychological  effects  of  the 
Goodyear/Sumitomo  deal 
from  the  physical  - the  tyre 
is  global,  but  markets  are 
still  different  There  is  still 
room  for  companies  like 
Pirelli  to  be  a global  player, 
with  maybe  a smaller  share 
but  higher  profits  and  bene- 
fiting from  alliances  of  the 
type  we  are  forming  with 
Cooper." 

Mr  Gibara.  however,  says 
that  tbe  smaller  players 
increasingly  will  be  unable 
to  match  the  global  reach, 
purchasing  power  and  other 
scale  economies  of  the  larg- 
est groups. 

“For  example,  in  1997  our 
Asia  plants  supplied  no  tyres 
to  Europe  or  the  US;  this 
year  they  will  supply  nearly 
3m.  It's  the  same  with  Latin 
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SOUTH-EAST  ASIA  by  Sheila  McNulty  in  Kuala  Lumpur 


Fight  for  survival 


Financial  crisis  has  seen  manufacturers  move  into  exports 


Before  south-east- Asia’s 
financial  crisis  hit,  domestic 
auto  component  makers  in 
much  of  the  region  had 
□o  real  reason  to 
concentrate  on  building 
export  markets.  Demand  for 
vehicles  in  Malaysia,  for 
example,  had  been  growing 
as  much  as  30  to  40  per  cent 
annually. 

Syed  Hafiz  Abu  Bakar. 
general  manager  of  auto 
parts  at  UMW  in  Malaysia, 
which  makes  filters  and  sup- 
plies shock  absorbers,  said 
the  attitude  had  long  been, 
“Why  bother  finding  a new 
market  when  you  can’t  even 
keep  your  local  market 
happy?" 

He  says:  “Year  on  year  we 
had  been  struggling  to  keep 
pace.”  So  when  demand  sud- 


tially,  Mr  Hafiz  says  that 
once  it  became  clear  that  the 
crisis  was  going  to  be 
protracted,  component  mak- 
ers began  to  accept  lower 

ynArgjnft- 

To  afford  that.  UMW 
stepped  up  efforts  to  reduce 
costs  without  reducing  qual- 
ity. It  began  buying  parts 
locally  or  from  cheaper  mar- 
kets. Instead  of  buying  paper 
for  filters  from  Japan,  for 
example,  it  bought  them 
from  South  Korea.  And  if  a 
component  came  in  two 
parts  it  tried  to  buy  it 
already  assembled.  Perhaps 
most  importantly,  it  began 
tapping  into  the  export  mar- 
ket at  a time  when  the 
domestic  currency  was 
weaker. 

So  Ear  the  strategy  seems 


Fun  Woh  Peng,  general 
manager  of  business  devel- 
opment in  Auto  Parts  Hold- 
ing. Malaysia's  largest  auto 
component  maker,  says  the 
company,  which  produces  a 
range  of  components,  from 
seats  to  radiators  to  shock 
absorbers,  is  now  trying  to 
strike  the  right  balance 
between  the  domestic  and 
export  markets,  as  well  as 
between  the  automotive  and 
oon-automotive  markets. 

It  does  not  want  to  "be  hit 
in  future  as  badly  as  it  was 
when  auto  parts  sales 
dropped  40  to  SO  per  cent  last 
year,  so  it  has  put  a new 
emphasis  on  developing  fur- 
niture as  it  seeks  to  Increase 
automotive  part  exports  and 
improve  their  competitive- 


denlv  dropped,  as  recession  on  track,  but  it  has  not  been 
swept  through  the  region,  as  easy  for  all  component 


ness. 

In 


car  sales  in  Malaysia,  Indon- 
esia, Thailand  and  the  Phi- 
lippines plunged  up  to  85  per 
cent,  leaving  many  compo- 
nent makers  fighting  to  sur- 
vive.   

While  those  car  manufac- 
turers which  could  afford  it 
did  their  best  to  keep- their 
component  makers  in  opera- 
tion with  advance  payment 
for  supplies  and  other  bene- 
fits, others  pressured  them 
to  cut  prices  by  up  to  10  per 
cent  to  relieve  their  own 
burdens.  Some  component 
makers  found  themselves 
squeezed  on  all  sides. 

The  higger  component 
makers  in  each  market, 
which  still  have  the 
resources  to  commit,  are 
using  the  opportunity  pres- 
ented by  the  slowdown  to 
institute  some  long  overdue 
changes  in  they  way  they  d0 
business.  Although  they 
resisted  cutting  prices  ini- 


makers  to  switch  to  exports, 
a regional  automobile  ana- 
lyst says.  Many  goods  did 
not  meet  the  quality  stan- 
dards achieved  in  the  US 
and  Europe.  Other  manufac- 
turers did  not  have  the 
credit  tines  or  foreign  part- 
nerships needed  to  survive. 
In  Thailand,  more  than  a 
handful  of  small  to  medium 
local  companies  without  for- 
eign affiliations  headed  in 
the  direction  of  bankruptcy. 

“They  were  weak  to  begin 
with  and  had  no  help  from 
the  outside, w says  Michael 
Dunne,  president  of  Automo- 
tive Resources  Asia.  Some  of 
those  in  joint  ventures  with 
Japanese  companies  found 
themselves  being  bought 
out.  or  at  least  selling  major- 
ity ownership,  while  major 
global  OEM  (original  equip- 
ment manufacturers)  also 
moved  in  to  buy  assets 
cheaply. 


had 

than 


Indonesia,  Mr  Dunne 
says  capacity  is  five  times 
the  demand.  The  regional 
crisis  has  hit  its  economy  - 
and  its  automobile  industry 
- hardest.  Last  year  58.121 
vehicles  were  sold  there, 
down  sharply  from  391,807  in 
1997.  This  year  only  75,000 
units  are  expected  to  be  sold. 

The  Philippines,  which 
a far  smaller  market 
Indonesia,  Malaysia 
and  Thailand  to  begin  with, 
has  been  hurt  the  least,  Mr 
Dunne  says. 

Its  pre-crisis  volumes  were 
lower,  with  162.096 
vehicles  sold  in  1996.  and 
they  have  fallen  far  more 
gradually  - to  144,637  in  1997 
and  80230  in  1998. 

In  fact,  as  global  OEMs 
move  into  the  region,  the 
Philippines,  with  its  solid 
infrastructure  and  base  of 
engineering  talent,  is  being 
put  under  the  microscope. 
“It  has  all  the  ingredients  to 
do  well,"  Mr  Dunne  believes. 


far 


Meritor  has  acquired  LucasVarity 
Heavy  Vehicle  Braking  Systems. 

This  new  acquisition  quickly  makes  us  the 
first  and  only  supplier  to  offer  a complete 
braking  system  product  line-not  to  mention 
that  it  expands  our  global  market  presence. 
But  that's  just  the  start.  Customers  will  get 
even  more  of  the  speedy  service,  support 
and  advanced  technology  they  have  come 
to  expect  from  Meritor.  We're  moving  fast. 
And  we're  not  about  to  slow  down. 


MERITOR. 
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Global  Headquarters:  Troy,  Michigan  USA 
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FT  AUTO:  EASTERN  EUROPE 


OVERVIEW  by  John  Griffiths 


Western  investment  rewarded  with  growth 


Storm  clouds  have  gathered  over  world  car  makers  during  the  past  year.  But,  as  correspondents  report  on  these  pages,  there  is  some  sunshine  to  be  found 


The  scary  ride  car  makers  have 
been  enduring  over  the  economic 
bumps  of  Asia.  South  America 
and  Russia  smoothes  out 
uncannily  through  another 
region  of  emerging  car  markets 

“Central  and  eastern  Europe 
outside  of  Russia  is  remarkably 
stable;  it  says  a lot  for  being 
plugged  into  the  side  of  western 
Europe,”  says  Andre  Shortell. 
global  automotive  industry 
specialist  with  Citibank. 

During  a year  which  has  seen 
financial  collapse  in  Russia,  and 
plunging  car  sales  in  the  South 
American  and  Asia-Pacific 
countries  in  which 
manufacturers  have  been 
investing  heavily,  the  automotive 
industry  and  markets  of  central 
Europe  - the  Czech  Republic, 
Hungary,  Poland,  Slovakia. 
Slovenia,  and  Romania  - have 
been  enjoying  a period  of 
sustained,  and  In  some  countries 
still  spectacular,  growth. 

Most  analysts  suggest  that 


modest  growth  will  be  sustained 
this  year,  even  though  the  west 
European  markets  to  which  the 
region's  cars  increasingly  are 
being  exported  are  widely 
expected  to  undergo  a modest 
downturn. 

In  1997,  sales  of  cars  and  light 
commercial  vehicles  across  the 
entire  region  of  central  and 
eastern  Europe,  including  Russia, 
CIS,  and  Balkans  states,  saw  a 21 
per  cent  jump  to  2.2m  units.  By 
the  end  of  last  year  growth  is 
estimated  to  have  slowed  sharply 
as  a result  of  the  problems  in 
Russia  and  immediately 
neighbouring  states.  However, 
with  the  European  Bank  for 
Reconstruction  and  Development 
showing  economic  growth  in  the 
central  European  states  in  the 
range  of  3 to  5 per  cent,  the 
coming  on  stream  of  new  car 
plants  such  as  General  Motors' 
Opel  Polska  facility  at  Gliwlce, 
near  Kracow  in  Poland,  and 
expansion  of  dealer  networks  by 


the  industry’s  main  players  has 
meant  further  sharp  sales  rises  in 
those  countries  benefiting  most 
from  western  inward  Investment 

Poland,  with  new  car  sales  of 
well  over  500,000  units  a year, 
now  accounts  for  around  24  per 
cent  of  the  region's  sales  and  has 
overtaken  Belgium  in  market 
size,  according  to  Elaine  Hardy, 
project  director  for  consultancy 
Harbour  Wade  Brown’s  study  of 
car  distribution  in  central  and 
eastern  Europe* 

But  there  Is  still  plenty  of  room 
for  farther  growth,  with  big 
disparities  In  the  levels  of  car 
ownership  between  countries. 
For  the  entire  central  and  east 
European  region,  the  overall  car 
population  Is  now  estimated  by 
Harbour  Wade  Brown  at  45m,  a 
rise  of  4m  rise  over  the  past  two 
years  and  representing  110  cars 
per  1,000  population  compared 
with  450  per  1,000  in  western 
Europe. 

While  some  countries,  such  as 


Slovenia,  now  have  car/ 
population  ratios  close  to  the 
European  average  - In  Slovenia’s 
case  390  per  1.000  - Russia  has 
only  115  and,  at  the  bottom  of  the 
pOe,  Albania  a mere  23. 

Of  the  35  main  manufacturers 
active  In  the  region,  most  now 
have  national  distributors  for 
each  of  the  main  markets  in 
central  Europe  and  the  Balkans. 
Altogether  more  than  5,000  dealer 
outlets  are  now  open  in  the  six 
central  European  states,  more 
than  half  of  + hum  representing 
western  brands. 

The  big  beneficiary  of 
automotive  activity  remains 
Poland,  which  now  accounts  for 
almost  half  of  inward  automotive 
investment  In  the  region.  The 
reasons  are  not  hard  to  find.  The 
economy  overall  has  been 
growing  at  a healthy  rate,  the 
current  3 per  cant  representing  a 
slight  slowdown  from  previous 
levels. 

General  Motors,  Flat,  and 


Daewoo,  the  country’s  main 
Industry  players,  are  enjoying 
low  costs  - workers  at  the 
showcase  Opel  Polska  receive  15 
per  cent  of  their  counterparts’ 
wages  at  Opel  plants  across  the 
border  in  Germany.  Workforces 
tend  to  be  young,  and  both 
education  and  productivity  levels 
are  high 

The  Opel  Polska  plant  is 
already  scheduled  for  Its  first 
phase  of  expansion  next  year. 
Fiat  is  bumping  up  against 
capacity  limits,  and  some 
industry  observers  suggest  that  it 
may  not  be  long  before  Fiat 
invests  in  more  in  central  or 
eastern  Europe,  although  not 
again  in  Poland  to  avoid  having 
too  many  eggs  In  one  national 
basket. 

If  there  is  a question  mark  over 
a manufacturer  it  relates  to 
South  Korea's  Daewoo  and 
extends  to  Its  Czech  Republic, 
Ukraine  and  other  regional 
plants  as  well  as  Poland. 


Daewoo  has  expanded  rapidly 
throughout  the  world  and  is  not 
yet  making  the  sales  or  financial 
returns  it  hoped  from  its 
investments  in  central  and 
eastern  Europe. 

Its  Polish-produced  Tico  is  a 
regional  best-seller  in  the  cars 
sector,  but  its  light  commercial 
vehicle  operations  remain  more 
problematical,  while  a joint 
venture  with  AvtoZaz  in  the 
Ukraine  to  produce  Tavria 
models  - the  largest  single 
foreign  investment  in  Ukraine  - 
has  already  seen  production 
cutbacks  because  of  poor  sales. 

While  not  present  in  Poland 
itself,  Volkswagen  - now 
undisputedly  Europe’s  biggest 
manufacturer  - can  only  be 
pleased  with  the  outcome  of  its 
ventures  into  the  region.  Skoda, 
once  the  butt  of  western 
consumer  jokes,  has  been  turned 
into  one  of  the  Industry's  bigger 
success  stories. 

With  its  products  now  based  on 


VW  “family”  platforms,  and  after 
several  billion  dollars  of  invest- 
ment in  the  Mlada  Boleslav  facili- 
ties near  Prague,  its  cars  are  find- 
ing willing  buyers  throughout 
Europe.  The  Skoda  plant  has  lit- 
erally run  out  of  capacity,  and 
demand  is  such  that  VW  is  now 
looking  at  its  plants  in  western 
Europe  as  possible  sites  at  which 
to  add  more  Skoda  production. 

Neighbouring  Slovakia,  too.  Is 
securing  a notable  VW  vote  of 
confidence:  an  investment  of  up 
to  DMTOOm  to  double  the  capacity 
of  its  Bratislava  plant  to  200,000 
to  250,000  units  a year.  Starting 
in  mid-year  It  will  add  VW  Polo 
output  to  the  VW  Golf  and  Bora 
models  already  in  production 
there.  Around  90  per  cent  of  pro- 
duction is  destined  for  export, 
including  to  highly  quality- 
conscious  buyers  in  the  west 
• New  Car  Distribution  in  Cen- 
tral and  Eastern  Europe  1998: 
Harbour  Wade  Brown,  9 Smith 
Street,  Warwick,  UK 


CZECH  REPUBLIC  & SLOVAKIA  by  Robert  Anderson  in  Prague 


Skoda  drives  VW’s  success  story 


With  labour  costs  only  one-tenth  of  those  in  Germany, 
Volkswagen  is  planning  new  plants  and  a push  into  Russia 


Volkswagen  has  used  Skoda 
Auto,  the  Czech  carmaker  it 
bought  in  1991,  as  its  vehicle 
for  expansion  into  central 
Europe.  Skoda  is  now  the 
biggest  carmaker  in  the 
region  and  has  powered  VW 
brands  to  rank  first  in  sales. 

After  big  output  increases 
in  recent  years,  1999  will  be 
a year  of  investment  for  VW. 
New  plants  are  planned  in 
the  Czech  Republic  and  Slo- 
vakia to  take  advantage  of 
labour  costs  one-tenth  those 
of  Germany.  Skoda  has 
ambitious  plans  to  move  fur- 
ther east  and  build  an 
assembly  plant  in  Russia, 
but  it  is  also  trying  to 
increase  sales  in  western 
Europe,  belped  by  new  mod- 
els built  on  VW  platforms. 

The  biggest  investment 
will  be  a DMlbn  engine 
plant  at  Mlada  Boleslav  to 
turn  out  500,000  Skoda 
engines  and  gearboxes  annu- 


ally. Plans  have  been  held 
up  by  the  need  to  win  Euro- 
pean Union  approval  For  the 
Czech  government's  invest- 
ment incentive  package,  but 
Skoda  expects  to  begin  con- 
struction in  the  middle  of 
this  year  and  to  start  pro- 
duction in  2001. 

Skoda  is  also  revamping 
its  model  ranges.  At  the  end 
of  the  year  it  will  introduce 
a replacement  for  its  five- 
y ear -old  small  Felicia  model 
- this  time  based  on  the 
common  platform  also  to  be 
used  by  the  next-generation 
VW  Polo  - and  in  2001-02  it 
plans  to  add  a third,  larger 
model. 

After  a slow  start  it  is 
steadily  increasing  the  pro- 
duction of  the  newer  mid- 
range Octavia.  Output  dou- 
bled last  year  to  117.529. 
helped  by  the  introduction  of 
an  estate  version.  Felicia 
production  fell  back  4 per 


cent  to  285.781  and  is  expec- 
ted to  decline  again  this 
year. 

Total  production  will 
remain  the  same  this  year  at 
around  400.000,  but  by 
2001-02  - when  the  invest- 
ments have  been  absorbed  - 
Skoda  expects  to  produce 

500.000  cars  a year.  This  will 
consolidate  its  position  as 
the  country's  biggest  com- 
pany, representing  almost  10 
per  cent  of  exports. 

In  Slovakia,  VW  is  moving 
away  from  just  using  the 
BAZ  car  plant  it  took  over  in 
1995  to  produce  small  vol- 
umes of  labour-intensive 
niche  models  such  as 
four-wheel  drive  Golf  hatch- 
backs. This  summer  it  will 
begin  production  of  its  Polo 
small  car  alongside  the  exist- 
ing Golf  and  Bora  lines. 

VW  tripled  production  at 
Bratislava  last  year  to 

125.000  by  importing  painted 


:: 
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Skoda's  Octavia,  chosen  as  the  Czech  government's  official  car,  has  lifted  the  manufacturer's  Image 


car  bodies  for  final  assem- 
bly. The  company  is  now 
Investing  DM450m  to 
upgrade  capacity  so  that  in 
2000  the  plant  can  produce 
200,000  to  250,000  cars  a year, 
almost  all  for  export. 

VW,  Slovakia’s  biggest  for- 
eign investor,  is  also  consid- 
ering Investing  in  a compo- 
nents plant  in  Martin.  The 
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company  already  produces 
gearboxes  and  components 
at  its  Bratislava  plant  and 
cables  in  Nltra. 

VW  also  has  low-volume 
car  assembly  operations  in 
Poland  and  Bosnia  produc- 
ing Skoda  Felicias.  Skoda  is 
now  considering  adding  Rus- 
sia in  order  to  overcome  the 
high  tariff  barriers  and  get 
closer  to  what  it  sees  as  an 
important  future  market. 
Skoda  is  the  top  imported 
car  into  Russia,  though  sales 
last  year  were  half  those 
planned  because  of  the  coun- 
try's financial  crisis. 

In  December  the  Czech 
and  Russian  governments 
signed  a letter  of  intent 
which  could  lead  to  Skoda 
investing  DMSOOm  over  five 
years  in  an  assembly  plant 
in  Izhevsk  In  the  Udmurtian 
Republic.  The  joint  venture 
with  the  carmaker  Izhmasch 
to  assemble  Felicias  could 
begin  in  the  autumn  and 
after  five  years  produce 
80,000  cars  a year. 

“We  have  covered  central 
Europe.  The  question  is  how 


fast  we  expand  in  eastern 
Europe,"  says  Detlef  Wittig, 
Skoda  vice-chairman. 

But  Skoda  is  also  looking 
west.  The  company 
increased  sales  in  central 
and  eastern  Europe  (exclu- 
ding the  Czech  Republic)  by 
8.6  per  cent  last  year 
although  future  sales  in  the 
region  are  likely  to  suffer  as 
the  Czech  and  Slovak  econo- 
mies slow  down. 

Czech  sales  fell  18.6  per 
cent  last  year  to  81,729  - 55 
per  cent  of  the  market  - 
because  of  recession  and 
cheap  used  car  imports. 
Sales  figures  for  January 
won  even  worse,  down  55 
per  cent  compared  with  the 
previous  January. 

By  contrast  in  western 
Europe,  which  comprised  47 
per  cent  of  its  worldwide 
sales  last  year,  registrations 
soared  by  37.2  per  cent  to 
172,058  as  the  Octavia  revo- 
lutionised Skoda's  poor 
Image.  The  new  Skodas, 
built  on  VW  common  plat- 
forms, can  now  be  marketed 
as  value-for-money  VWs. 


RUSSIA  by  Ryan  James  Tutak 


Foreign  cash 
is  drying  up 


Multinationals  downsize,  delay  or  abandon 
amid  fears  there  may  be  worse  to  come 


Car  production  in  Russia 
tumbled  15.3  per  cent  to 
834,126  units  in  1998  from 
984.609  units  in  1997,  as  the 
fragile  economy  fractured 
into  crisis  last  August. 
Yet  worse  might  still  came 
as  year-on-year  output  in 
December  fell  18.9  per 
cent. 

In  the  1990s,  the  auto 
industry  performed  worse 
only  in  1994  <797.924  units). 
The  impact  is  stark,  as  1997 
was  the  best  year  since  the 
Soviet  Union  dissolved  in 
1991,  establishing  Russia  as 
the  world's  10th  biggest 
manufacturer  of  passenger 
vehicles  ahead,  of  Canada, 
and  behind  Italy. 

The  1997  upturn  sparked 
big  plans  from  foreign  car 
makers,  including  Fiat,  Ford, 
General  Motors,  Renault  and 
Volkswagen.  Even  BMW  and 
Volvo  looked  at  opening 
plants. 

Now,  though,  all  new 
International  projects  have 
been  downsized,  delayed,  or 
abandoned. 

Existing  ventures  with  the 
South  Koreans  are  troubled. 
Krasny  Aksai,  which  assem- 
bles Daewoo  models,  suf- 
fered the  biggest  percentage 
fall  in  production  (62.3  per 
cent).  No  official  data  are 
out  for  plants  assembling 
Hyundai  and  KLa  cars,  but 
they  have  made  only  small 
volumes,  and  each  has  strug- 
gled for  months.  Problems  in 
Korea  hardly  helped. 

When  the  crisis  hit,  Rus- 


sian auto  makers  enjoyed  a 
brief  burst  of  demand.  Con- 
sumers sought  to  preserve 
the  depreciating  value  of 
their  rouble  savings  by  buy- 
ing durable  goods  such  as 
cars.  But  panic  purchases 
abated  with  similar  speed,  as 
the  proliferation  of  bank  and 
business  closures  prevented 
ever  more  people  from  get- 
ting cash  to  get  a car. 

Lada-maker  AvtoVAZ,  the 
biggest  car  producer  in  cen- 
tral-eastern Europe,  under- 
performed  its  flagging  sec- 
tor. Including  subsidiaries 
Bronto  and  SeAZ.  it  cut  out- 
put 19.1  per  cent  to  006,137 
units  in  1998  (its  second- 
worst  year)  from  749,509 
units  in  1997  (its  best  year). 

GAZ,  Russia '5  second-big- 
gest car  maker  - and  biggest 
truckmaker  - eked  out  a rise 
in  production:  0.9  per  cent  to 
125,398  units  in  1998  from 
1244339  units  in  1997.  GAZ  is 
the  only  major  auto  maker 
in  the  old  communist  bloc  to 
raise  output  every  year  since 
1991. 

The  biggest  percentage 
rise  In  output  came,  surpris- 
ingly, from  Moskvich,  whose 
models  probably  seem 
attractive  only  to  the  ascetic 
and  spartan.  The  company 
□eared  death  in  1996.  build- 
ing only  2,929  cars  in  a plant 
that  produced  189,000  units 
in  1985.  It  made  nothing  last 
August  Yet  its  total  output 
for  1998  moved  ahead  94.2 
per  cent  to  40,000  units,  from 
20,599  in  1997. 


Countdown  to  the  endgame 


Continued  from  Page  3 


America  - two  years  ago  the 
region  supplied  5m  of  our 
tyres  In  Europe  or  the  US; 
this  year  it  will  be  9m.  As  a 
result  of  our  own  rationalisa- 
tion and  global  reach  we  are 
in  a position  to  reduce  or 
eliminate  whatever  high-cost 
production  we  have  in  obso- 
lete facilities." 

Underlining  the  point. 
Goodyear  is  closing  its  fifth- 
Iargest  plant  in  the  world,  In 
Alabama,  because  of  its  high 
costs  and  low  efficiency. 

Mr  Gibara  makes  clear 
that  western  Europe  itself 
will  not  escape  substantial 
rationalisation  following  the 
alliance  with  Sumitomo. 


For  information  on  advertising  in  FT  Automotive  World  contact  Mark  Cunninqtop  Tel:  +44  (0)171  896  Z355. 


Together,  the  two  compa- 
nies have  14  plants  tn 
Europe  - indisputably  too 
many,  even  though  Good- 
year expects  dramatically  to 
expand  the  sales  of  Sumi- 
tomo’s Dunlop  brand. 

Like  Conti  and  Pirelli, 
Goodyear/Sumitomo  will 
make  its  high  value  added 
tyres  in  western  Europe  and 
North  America,  using  its 
low-cost  plants  In  east  Euro- 
pean countries,  such  as  Slo- 
venia. and  in  Turkey  to  sup- 
ply commodity  tyres 
throughout  the  European 
region. 

He  views  a new  round  of 
consolidation  as  inevitable. 
"Our  competitors  can  have 
the  choice  of  consolidating 
in  Europe  or  in  Japan.  But 
how  this  will  play  out  is 
very  difficult  to  tell." 

Clearly  Goodyear  thinks  it 
may  be  difficult  for  Michelin 
to  make  a big  move  in 
Europe  because  or  Us  market 
leadership  and  possible  prob- 
lems with  the  EU  Commis- 
sion. Bridgestone  could  run 
Into  a different  set  of  prob- 
lems - cultural,  for  example 


- in  trying  to  work  with  an 
Italian  or  a German  com- 
pany. 

Michelin,  with  a European 
market  share  close  to  30  per 
cent,  seems  destined  to  come 
under  competitive  pressure 
in  Europe  to  an  extent  It  has 
not  experienced  for  years, 
thanks  to  Goodyear's  ambi- 
tious plans. 

"Twenty  years  ago  Miche- 
lin and  Dunlop  were  the  two 
most  recognised  brands  in 
Europe.  We  now  have  a won- 
derful -opportunity  to  revive 
the  Dunlop  brand.  The  Dun- 
lop name  has  lost  some  of  its 
status  simply  because  Sumi- 
tomo could  not  afford  to  do 
the  marketing  and  develop- 
ment needed  to  do  justice  to 
the  name."  says  Mr  Gibara. 

“So  we  will  make  available 


to  the  Dunlop  products  the 
advertising  money  and  other 
resources  that  the  brand 
requires,  With  a clever 
advertising  campaign  and  a 
good  communications  pro- 
gramme we  can  make  the 
Dunlop  name  as  powerful  as 
one  of  the  two  or  three  best 
name  brands  in  Europe.  We 
will  have  two  brands  of 
equal  value  to  offer  to  the 
consumer.” 

The  Sumitomo  deal  gives 
Goodyear  a European  mar- 
ket  share  of  22  to  25  per  cent 
share  even  without  develop- 
ing Dunlop  further.  “What's 
happened  in  Europe  over  the 
years  is  that  Michelin  has 
held  the  lead,  with  the  rest 
of  us  on  10  to  15  per  cent. 
makine  it  difficult  for  all  of 
us  to  compete.  “Once  we 


all 


is 


develop  the  Dunlop  brand 
the  potential  for  us  to  get 
closer  to  30  per  cent  Is  real. 
So  we  think  we  .are  going  to 
have  a healthier  industry  in 
Europe,  and  tbat’s  what  con 
centratlon  really  is 
about.” 

A similar  scenario 
needed,  says  Mr  Gibara,  in 
Japan.  "In  Japan  you  have 
one  strong  leader,  Bridge- 
stone, and  three  weak  play- 
ers. But  now  we're  part  of 
the  family  in  Japan  and  feel 
that  in  a reasonable  period 
of  time  - say  three  to  five 
years  - we  will  have  a lead- 
ing. or  at  least  acceptable, 
position.” 

By  then,  he  predicts,  the 
Japanese  industry  Itself  will 
already  be  down  to  two  sup- 
pliers. 


AUTOMOTIVE  RESEARCH  AND  CONSULTING  GROUP 
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GLOBAL  AUTOMOTIVE  BUSINESS  DEVELOPMENT 


Automotive  Industry  specialists  working  with  vehicle  and  component  industry 
management  worldwide  developing  strategic  solutions  for  business  development 
m oem  and  aftermarkets  - focus  Europe.  North  America  and  Pacific  Rim 

• New  business  opportunity  identification 
• Product,  market  & corporate  assessment /strategy  development 
• Establishing  joint  ventures  & creating  acquisition  opportunities 
• Assisting  competitive  positioning 
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H.IJWGARY  by  Robert  Wright  in  Budapest 


Rich  expertise  is  tapped 

Technical  talent  has  been  a big  attraction,  and  helps  to  promote  the  industry  as  a driver  of  the  national  economy 


Hungary  presented  a clean 
sheet  for  western  car  and 
components  manufacturers 
after  the  fall  of  communism. 

With  no  competition  from 
domestic  carmakers,  Audi, 
General  Motors,  Suzuki,  and 
Ford  all  moved  into 
greenfield  sites  unburdened 
with  a legacy  of  inefficient 
communist  production 
methods. 

In  terms  of  knowledge,  on 
the  other  hand,  the  motor 
industry  has  been  tapping 
reserves  of  expertise  formed 
over  decades.  Sandor  Mol- 
nar,  general  director  of  Hun- 
gary’s Economic  Affairs  Min, 
istry,  points  out  that  this 
tradition  is  as  old  as  the  car 
itself. 

The  carburettor  was 
invented  almost  a century 
ago  by  Donat  Banki,  a pro- 
fessor at  Budapest's  Techni- 
cal University,  after  he  saw 
the  fine  mist  created  by  a 
water  spray  at  a flower  stall. 
A Hungarian.  Jozsef  Gal- 
amb.  was  also  a key  figure  in 
the  development  of  the 
Model  T Ford. 

ft  is  this  legacy  of  techni- 
cal talent,  observers  believe, 
which,  allied  with  low 
wages,  has  turned  Hungary's 
motor  industry  into  one  of 
the  drivers  of  the  country's 
economy,  generating  sales  in 
1997  of  $2.9bn.  Some  $2.5bn 
of  those  sales  came  from 
overseas,  is  per  cent  of  the 
country's  total  exports. 

One  of  the  most  vivid  illus- 
trations of  Hungary's  techni- 
cal advance  is  the  130  robots 
which  drill  cylinder  heads  at 
the  Szentgotthard  factory  of 
General  Motors'  Opel  subsid- 
iary. Presented  with  basic 


aluminium  blocks,  the 
machines  automatically 
recognise  which  of  three 
engine  sizes  the  block  will 
fit.  Then,  in  25  separate 
operations,  they  drill  and 
screw  on  the  parts  for  one  of 
the  most  complex  engine 

components. 

The  robots  are  the  biggest 
such  collection  anywhere  in 
General  Motors.  They  do  not 
only  produce  the  parts  more 
efficiently  than  humans; 
because  each  machine  does 
all  the  steps  in  the  process, 
they  avoid  the  traditional 
production  line  problem  that 
one  breakdown  halts  the 
whole  line. 

None  of  this  fits  with  the 
idea  that  eastern  European 
manufacturing  plants  are 
low-wage,  low-skill  sweat- 
shops - but  neither  do  the 
skill  profiles  of  the  work- 
force. Some  53  per  cent  of 
Szentgotth aid's  Opel  work- 
ers have  a high  school,  col- 
lege or  university  degree  - a 
level  of  education  which 
managers  describe  as  “light 
years  different"  from  the 
lower  levels  to  be  found  in 
Germany. 

The  Szentgotthard  plant 
produced  265,000  cylinder 
heads  last  year,  and  417.000 
engines.  Opel  South-east 
Europe  has  become  Hunga- 
ry's fifth-biggest  company  by 
turnover.  The  net  profit  for 
1997  was  DM284m  on  sales  of 
PMl-35hn- 

However,  the  figures  have 
been  achieved  in  an  eco- 
nomic climate  very  different 
from  that  in  the  late  1980s 
when  Opel  - and  rival 
Suzuki  - first  considered 
investment  in  Hungary.  An 


POLAND  by  Christopher  Bobinski  in  Warsaw 

Record  sales, 
but  ‘goodbye’ 
to  the  locals 

Daewoo  is  close  to  leading  a market 
dominated  by  westerners  who  negotiated 
promises  of  high  tariffs  on  imports 


Poles  bought  a record 
half-4-milUon  cars  last  year, 
making  the  country  one  of 
Europe's  larger  car  markets 
and  making  the  sector  one  of 
the  most  important  in  the 
country’s  economy. 

The  story  for  car 
manufacturing  since  the 
beginning  of  the  1990s  has 
been  one  of  growing  foreign 
investment. 

Flat  of  Italy  has  pumped 
S1.4bn  into  Poland,  while 
Opel,  the  General  Motors 
German  subsidiary,  has 
spent  a more  modest  8360m. 
Both  investors  made  their 
commitment  only  after 
wringing  promises  of  high 
tariffs  on  car  imports  from 
the  Polish  government  as  a 
way  of  protecting  their 
position  from  competition  by 
other  European  and  Asian 
manufacturers. 

However,  both  GM  and 
Fiat  were  surprised  when 
Daewoo  entered  Poland  in 
the  mid-1990s,  subsequently 
investing  $l.4bn  in  the 
country’s  car  and  van 
industry.  The  ambitious 
South  Korean  car  maker  has 
renovated  the  FSO  car  plant 
in  Warsaw  and  built  market 
share  on  the  back  of  CKD 
assembled  vehicles  imported 
from  Korea.  This  year  it 
looks  set  to  topple  Fiat  as 
market  leader  for  the  first 
time  since  1992. 

Locally -designed  models 
have  all  but  disappeared: 

Daewoo  will  produce  the 
1970s  era  lossmaking 
Polooez  saloon  car  at  FSO 
only  until  the  second  half  of 
this  year.  Daewoo  then  plans 
to  bring  its  Matiz  model  into 
production. 

So  far  GM,  which  brought 
its  new  DM530m  Gliwice 
plant  on  stream  last 
September,  has  stayed 
behind  the  game  with  sales 
of  42,000  vehicles  in  1998. 
The  Gliwice  plant  in  the 
industrial  district  of  Silesia 
in  south-western  Poland  has 
the  capacity  to  produce 
75,000  Astra  Classic  vehicles 
and  will  be  expanded  by  the 
end  of  2000  at  a cost  of 
DM370m  to  manufacture  a 
small  city  car. 

The  Gliwice  plant  is  sited 
in  a special  enterprise  zone 
which  gives  GM  a lOQ ' per 
cent  corporate  tax  break  for 
10  years  and  a 50  per  cent 
cut  for  another  decad®‘ 
These  terms  have  annoyed 
Fiat,  which  makes  cars  at 
Tychy  and  Bielsko  Biala 
nearby  and  which  started 
production  before  the  special 
zones  had  been  established. 

Fiat,  worried  by  its  con- 
tracting market  share,  is 


particularly  angry  at  Dae- 
woo, which  is  still  assem- 
bling part  of  its  output  in 
semi  knocked-down  form  to 
avoid  paying  a 17.5  per  cent 
tariff  on  cars  brought  in 
from  outside  the  EU.  How- 
ever, the  government,  mind- 
ful of  promises  made  to  Dae- 
woo that  assembly  would  be 
tolerated  for  a time  at  least, 
recently  said  it  would  con- 
tinue to  permit  CKD  assem- 
bly till  the  end  of  this  year. 

Meanwhile,  the  govern- 
ment is  happy  to  see  the 
main  car  manufacturers 
bringing  their  suppliers  into 
the  country  with  them.  “Fiat 
is  telling  its  suppliers  to 
establish  operations  in 
Poland  because  the  labour 
costs  are  lower  than  in  west- 
ern Europe,"  says  Adam 
Pawlowicz,  bead  of  Poland’s 
Foreign  Investment  Agency 
(PAIZ).  The  same  is  true  of 
Daewoo  and  GM.  Indeed, 
these  investments  by  foreign 
car  component  manufactur- 
ers mean  that  inward  car 
industry  investments  last 
year  ran  to  $2bn. 

Other  European  car  mak- 
ers, such  as  Renault.  Volks- 
wagen, and  Ford,  are  con- 
centrating on  building  dealer 
networks  and  brand  aware- 
ness, and  waiting  for  tariffs 
on  car  imports  from  the  EU, 
now  at  20  per  cent,  to  be 
reduced  to  zero  in  2002.  _ 

Volkswagen  won  11-5  per 
cent  market  share  last  year 
thanks  to  its  Czech-made, 
locally-assembled  Skoda 
model.  The  German  car 
maker  is  currently  building 
a diesel  engine  plant  and  a 
seat-making  factory  near 
Legnica  at  a total  cost  of 
glflnrw-  Ford,  whose  market 
share  last  year  was  down  at 
5 per  cent,  has  a modest 
assembly  operation  in 
Poland. 

As  tariff*  on  car  imports 
from  the  EU  come  down  and 
Daewoo's  and  GM's  manu- 
facturing operations  in 
Poland  come  into  fun  swing, 
so  will  competition  inside 
Poland  mount  Fiat  has  been 
exporting  its  Polish-made 
cars  back  into  western 
Europe  and  GM  has  said  it 
will  be  selling  its  Gliwice- 
piarie  cars  throughout  cen- 
tral Europe.  Daewoo  is  also 
set  on  developing  exports 
from  Poland.  This  year  just 
under  30  per  cent  of  the 
111,000  Lanos  cars  the  Kor- 
ean company  plans  to  make 
at  Zeran  will  be  exported, 
with  several  thousand 
planned  to  be  sold  in  Ger- 
many and  France.  By  2002 
Daewoo  plans  to  sell  48  per 
cent  of  the  model  abroad. 


engine  plant  was  always  the 
most  important  project  for 
Opel,  but  car  assembly  also 
initially  looked  a good  way 
to  penetrate  closed  Co  me  con 
markets. 

More  than  10  years  on, 
that  now  uneconomic  work 
is  being  wound  down  and 
the  focus  is  entirely  on  prod- 
ucing components  for  cars 
assembled  elsewhere. 

Car  assembly,  meanwhile, 
is  being  phased  in  at  the 
GyOr  plant  of  Audi,  Volkswa- 
gen's executive  car  division. 
As  well  as  producing  im 
engines  per  year,  the  plant 
plans  this  year  to  do  the 
labour-intensive  assembly 
work  on  50,000  Audi  TT  Cou- 
pes. 

As  at  Opel,  the  decision  on 
what  to  do  where  has  been 
driven  by  economics.  “For  a 
mass  car  producer  like 
Volkswagen  to  produce  a 
model  of  only  50.000  units  a 
year  is  a very  small  vol- 
ume,” says  Jurgen  Hoff- 
mann. executive  manager  of 
Audi  Hungaria  Motor.  “It 
was  important  to  reduce  the 
costs,  so  that  was  the  reason 
for  the  decision  to  produce 
the  body  and  paint  it  in  Ger- 
many at  Ingolstadt,  then  to 
assemble  it  in  Hungary.” 


Hungary's  low  wages  have 
made  largely  manual  pro- 
duction viable.  Still  another 
set  of  economic  consider- 
ations brought  Japan's 
Suzuki  Motor  Corporation  to 
Hungary-  The  tight  margins 
in  the  high-volume,  low-cost 
market  in  which  Suzuki's 
Swift  competes  meant  profit 
was  always  likely  to  he  elu- 
sive - making  low  fixed 
costs  vital. 

Tadashi  Kondo,  Magyar 
Suzuki's  sales  director, 
describes  profits  for  1998  as 
“very  low"  on  sales  of 
Ft80bn.  In  1997,  the  plant 
made  net  profits  of  just 
Ft  1.65 bn  on  sales  of  FtTTbn. 

Mr  Rondo  explains:  “In 
Hungary  we  can  get  a rather 
high  quality  of  labour  force 
with  reasonable  cost.  We 
think  [Hungary]  is  for  us  the 
best  place  for  production." 

Ford,  the  US  car  maker, 
also  has  a factory  In  Szek- 
esfehervar,  making  fuel 
pumps,  starter  motors  and 
gears.  The  smallest  of  the 
multinational  plants  by 
sales,  it  had  net  revenues  of 
Ftl7.8bn  in  1996. 

Meanwhile,  in  the  shadow 
of  these  international  inves- 
tors, a Hungarian-based 
automotive  sector  is  strug- 


gling to  escape  the  commu- 
nist legacy.  Raba,  based  next 
to  Audi  in  Gyfir,  has  carved 
out  a niche  as  a specialist 
axle  supplier  to  the  US.  How- 
ever, Its  bus  and  truck  divi- 
sions - designated  C-omecon 
suppliers  previously  - have 
more  question  marks  against 
their  future,  analysts  say. 

Ikarus,  which  once  pro- 
duced 16,000  buses  a year,  is 
in  worse  shape,  having  come 
close  to  bankruptcy  because 
crisis-hit  Russian  customers 
could  not  pay  their  bills.  Far 
more  successful  has  been  the 
tiny  North  American  Bus 
Industries,  a Hungarian- 
owned  company  whose  main 
factory,  formerly  owned  by 
Ikarus.  is  in  the  US. 

Both  for  these  companies 
and  the  multinationals  the 
location  of  the  most  success- 
ful plants  suggests  the  key 
to  their  future.  Crowded 
mostly  near  the  western  bor- 
der, all  are  looking  to  estab- 
lish strong  positions  in  west- 
ern Europe  or  North 
America. 

While  Hungary's  low  costs 
are  helping  many  to  compete 
on  price  now,  there  is  hope 
technical  prowess  will  keep 
the  markets  open  as  that 
advantage  erodes. 


Ws  Audi  plant  at  Qyor  produces  1m  engines  a year,  and  is  to  start  car  assembly 


Victor  Musat 


She's  enjoying 
our  rapid  analytical 
processes  with 
computer  aided 
engineering. 


Visteon  was  given  the  task  of 
developing  a more  efficient 
air-conditioning  system  for  the  new 
Ford  Focus.  Using  the  latest  CAE- 
based  tools  and  rapid  analytical 
testing  processes,  we  met  the 
challenge  and  reduced  the  average 
system  completion  time  by  60%. 

As  a result,  climate  contra/  is  now 
an  affordable  option  for  many  more 
car  manufacturers  - making  greater 
levels  of  comfort  available  to  even 
more  drivers  and  passengers. 
For  further  proof  of  our  results,  visit  our 
website  at  www.visteon.cofn 


Visteon 


See  the  possibilities ™ 
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GUEST  COLUMN  by  Sir  Trevor  Chinn 


Changing  face  of  retail  sector 


The  chairman  of  UK  auto  group  Lex  Service 


In  Jane  1997  I spake  at  a 
European  conference  on  the 
future  of  the  retail  sector  for 
cars.  I described  how  the  car 
dealership  system  had 
enabled  manufacturers  to 
develop  their  markets  using 
the  entrepreneurial  skills 
and  private  capital  of  indi- 
vidual dealership  propri- 
etors. 

The  system  has  worked 
well  for  the  car  industry,  but 
changes  were  occurring  as 
manufacturers  increased 
their  control  over  their  dis- 
tribution networks  and  cre- 
ated larger  dealer  territories 
to  achieve  economies  of 
scale  and  to  reduce  competi- 
tion between  neighbouring 
dealerships  of  the  same 
brand. 

Since  my  speech  the  rate 
of  change  has  increased, 
with  Ford  taking  financial 
stakes  in  dealerships  in 
regions  in  the  US  and  in  the 
UK.  Publicly-quoted  dealer- 
ship groups  have  expanded 


rapidly  in  the  US  as  dealer- 
ship owners  sought  to  capi- 
talise on  the  value  of  the 
business  they  had  built  up. 
In  the  UK,  there  has  been 
yet  more  consolidation  of  the 
dealership  groups. 

There  are  many  other  fac- 
tors affecting  the  retail  dis- 
tribution of  cars. 

Increasing  reliability  has 
reduced  the  need  for  servic- 
ing and  repairs  for  new  cars 
from  2J2  visits  per  year  in 
1992  to  1.8  in  1996,  according 
to  research  for  the  annual 
Lex  Report  on  Motoring. 
Many  UK  drivers  , only  visit 
their  dealership  once  a year 
for  a service  plus,  possibly, 
one  other  visit  fora  repair  or 
compulsory  government 
safety  check  (MoT). 

The  technical  complexity 
of  modern  cars  means  that 
the  proportion  of  drivers  car- 
rying out  their  own  repairs 
has  fallen  from  23  per  cent 
in  1968  to  14  per  cent  in  1996. 
Confidence  in  the  reliability 


explains  how  companies  such  as  his  are  needing  to  adapt  to  fresh  demands 

of  their  cars  has  also  encour-  services  which  a car  owner  contract  hire,  and  towards  nity.  They  are  personally 


of  their  cars  has  *1^  encour- 
aged drivers  to  keep  their 
cars  longer:  the  average 
length  of  ownership  has 
risen  from  3.5  years  in  1968 
to  4.1  years  in  1998. 

The  effect  of  these  behav- 
ioural shifts  is  to  alter  the 
relationship  between  the 
customer  and  the  dealership, 
making  it  much  harder  'to 
maintain  customer  loyalty. 
Only  39  per  cent  of  new  car 
buyers  had  previously  used 
the  dealership  where  they 
bought  their  car.  while  for 
used  car  buyers  It  Is  18  per 
cent. 

It  is  also  clear  that  the 
internet  is  becoming  increas- 
ingly important  as  a source 
of  information  on  prices, 
specification  and  availability 
of  both  new  and  used  cars. 
This,  too,  will  break  the  rela- 
tionship between  the  cus- 
tomer and  the  traditional  car 
dealership 

The  traditional  dealership 
provides  the  full  range  of 


services  which  a car  owner 
requires,  typically  under  one 
roof.  This  is  manageable 
when  the  scale  is  small. 
However,  a volume  dealer- 
ship, selling  2,000  new  and 
used  cats,  is  now  a complex 
multi-skill  operation.  It 
requires  a manager  with  a 
wide  Tange  of  experience  in 
marketing,  galea,  administra- 
tion. financial  control,  inven- 
tory management,  produc- 
tion control  and  personnel. 

The  business  is  not  profit- 
able enough  to  support  spe- 
cialists in  each  of  these 
areas,  and  it  may  not  he  via- 
ble even  for  large  groups  to 
exploit  their,  scale  by  having 
such  specialists  centrally. 

Dealership  groups  have 
reacted  in  different  ways  - 
some  have  built  up  scale, 
others  have  built  partner- 
ships with  specific  manufac- 
turers, while  in  Lex  we  have 
moved  away  from  high-vol- 
ume  car  dealerships  towards 
business  services,  such  as 


motoring  services.  Other 
groups  have  developed  free- 
standing used  car  sites  and 
networks  of  body  repair  cen- 
tres. 

The  car  retailing  operation 
at  Lex  has  been  slimmed  to 
30  dealerships,  representing 
a smaller  number  of  brand- 
focused  manufacturers 
where  we  ■ can  provide  the 
high  level  of  personal  servic 
which  is  appropriate  to  the 
image  of  their  cars. 

Car  retailing  now  accounts 
for  less,  than  15  per  cent  of 
our  profit  As  an  alternative 
to  the  large  dealership  terri- 
tory approach,  in  our  Hyun- 
dai importershlp  - where  we 
are  responsible  for  the  mar- 
keting and  distribution  of 
Hyundai  cars  In  the  UK  - we 
have  selected  some  160  inde- 
pendent dealers.  We  call 
them  our  “Local  Heroes": 
they  are  typically  small  in 
scale,  and  the  dealer  princi- 
pal Is  a pillar  of  the  commu- 


involved  and  have  a 
long-term,  commitment  to 
the  product. 

The  other  change  we  have 
maHp  is  to  “unbundle"  the 
traditional  dealership. 
TngtpatT  of  one  dealer  offer- 
ing a wide  range  of  services, 
we  have  shown  that  there  is 
a need  for  specialist  chains 
of  branded  service  providers 
who  handle  all  makes  of 
cars. 

Our  focus  has.  been  on 
three  areas  Of  motoring  ser- 
vices: ‘servicing,  used  car 
sales.  and  body  repairs.  This 
has  given  us  a major  oppor- 
tunity to  build  a higher  mar- 
gin business  and  to  make 
the  Lex'  brand  stand  for 
“trust"  and  “value". 

We  are  building  specialist 
rhai r\n  of  service  centres, 
used  car  retailing  sites,  and 
large-scale  bodyshops.  oper- 
ating in  a fundamentally  dif- 
ferent way  from  traditional 
car  dealerships.  There  is  cen- 
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Sir  Trevor:  ‘Customer  loyalty  is  more  (SfHcult  to  maintain 


tral  control  over  operations, 
pricing  and  marketing,  while 
local  site  managers  are  left 
to  concentrate  on  customer 
service  and  managing  their 
people.  They  offer  fixed 
prices,  and  comprehensive 
no-qnibble  guarantees  which 
lead  to  high  customer  satis- 
faction and  loyalty.  We  are 
competing  against  the  poor- 


ly-capitalised and  lower 
quality  noh-franchised  inde- 
pendent operator  rather 
titan  the  franchised  dealer- 
ship. ' 

Through  such  changes  Lex 
is  now  a broadly-based  busi- 
ness and  vehicle  services 
group,  largely  insulated 
from  the  continuing  changes 
inthe  car  retailing  world. 


Buoyant  demand 
boosts  producers 

Although  same  foO-year  figures  we  yet  to  be 
announced,  tt  is  sate  to  say  that  co&cSvefj 
Bmpe's  car  maten  had  a flood  year  in  1998. 
writes  Jonathan  Stony. 

Of  the  seven  main  European  car  producers, 
four  (DaintferChrysler.  RSA  Peugeot  {Strain, 

Passenger  car  producers 


RenauR,  and  Wfl  are  exacted  to  report 
inoeaaed  aamiogs  fW  flia  year,  Mo  (BMV~ 
and  Volvo)  have  reported  a Ml  fo  proflt.  and 
one  (Halt  has  dpptf  Mo  loo.  V - 
AE  the  producers  benefited  from  buoyant 
demand  in  wrvtrm  Europe,  when  a 7 per  '• 
cent  Maaaseln  new  car  registrations  ~ ' 
nrnricMIfBBlftixnsaaittwwwatflrDmfr. 
Smtaiy,  One  car  ntomwBh  alas  • 
exposure  to  lhatath  American  martrt  - 


{BMW, OafmferCbryttr. Vote, and. vwi 
~ benefltKHrotn  the  susttohed  Ugh  levels  of 
• dareund  fctha  region  dialog  1988.  ■'■•*• 

TtoaapdonnlinlnMn.isadMshad 

reMheiyEtMinmactmEinpempraducere. 

The  nreger  of  Cftrysferand  Oakoferlaenz  ' 
occurred  at  a time  tostrong^amtnssorcwtti  - 
a!  both  companies.  The  Mercedes-Benz  • 
passenger  car.  (Maori  Increased  to  unit  - 
-Bln  subaOrttaSy  thringitayev. The' ■ 
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CENTRAL-EASTERN  EUROPE 

Daewoo  gnaws 
at  VW’s  lead 


New  light  vehicle  registrations,  1998 
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Volkswagen,  the  top-selling 
auto  group  in  western 
Europe,  led  the  booming 
markets  of  central-eastern 
Europe  for  a third  consecu- 
tive year  in  1998.  But  Dae- 
woo. the  South  Korean  man- 
ufacturer halved  this 
edge,  capturing  nearly  40  per 
cent  of  tiie  region's  growth. 

Overall,  sales  jumped  12 
per  cent  to  1.237.840  units  in 
1998  from  1,153.915  units  in 
1997,  for  11  countries  report- 
ing reliable  data:  Bulgaria, 
Croatia,  the  Czech  Republic. 
Estonia.  Hungary,  Latvia. 
Lithuania.  Poland.  Romania. 
Slovakia  and  Slovenia 

These  figures  cover  new 
light  vehicles  not  over  3.5 
tonnes  gross  weight 

Although  VW  led  the  way, 
it  suffered  from  the  18.2  per 
cent  downturn  in  its  main 
market  in  the  region:  the 
Czech  Republic,  home  to 
Skoda,  generated  622  per 
cent  of  sales  by  the  German 
group,  which  also  includes 
Audi.  Seat  and  speciality 
brands.  VW’s  regional  sales 
dropped  2.8  per  cent  as  its 
share  slipped  to  208  per  cent 
in  1993  from  23.0  per  cent  in 
l»7. 

Daewoo,  which  has 


become  a significant  force  by 
buying  six  statoowned  auto- 
makers in  the  region  since 
1995.  increased  sales  17.6  per 
cent  to  218,690  units  In  1998 
from  185,680  units  in  1997. 
This  cut  VW’s  lead  over  the 
Korean  group  51  per  cent  to 
38,768  units  from  79,191. 

Daewoo's  increased  sales 
of  334)10  units  reflected  39.3 
per  cent  of  the  overall  rise  in 
demand  of  83£25  vehicles. 

Fiat,  the  region’s  leader 
from  1993  to  1995,  fell  fur- 
ther. Its  sales  slid  5.8  per 
cent  to  195.599  vehicles  in 
1998  from  207,751  units  in 
1997. 

The  Italian  group  (Alfa 
Romeo.  Fiat.  Iveco,  Lancia 
and  speciality  brands}  has 
been  handicapped  by  its  nar- 
row focus  in  the  region.  It 
owns  a huge  car  making 
complex  in  Poland,  but  it 
makes  no  light  vehicles  else- 
where in  central-eastern 
Europe. 

In  contrast.  VW  has  built 
its  lead  on  a broad  presence. 
The  German  group  still  cen- 
tres Its  strategy  on  Skoda, 
but  it  also  assembles  models 
from  each  of  its  four  main 
marrjaes  in  Poland.  It  makes 
gearboxes  and  VW  cars  in 
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Slovakia,  and, it  assembles 
Audi's  new  TT  roadster  in 
Hungary. 

Daewoo,  Fiat  and  VW  were 
the  only  auto  makers  to  sell 
more  than  150.000  vehicles  in 
the  region  in  1998.  Together 
they  captured  548  per  cent 
of  the  market.  Following  this 


"Big  Three”  were  Dacia  with 
104,565  units.  General  Motors 
(88.986)  Renault  (68,882),  and 
Peugeot-Citroen  (65.604). 

Renault  could  challenge  a 
fading  Fiat  for  third  place  if 
ft  closes  an  expected  deal  to 

buy  Dacia,  a state-owned 
automaker  in  Romania. 


Combined.  Dacia  and  the 
French  company  sold  173.447 
units  in  1998.  only  22.152 
behind  the  Italians. 

Daewoo  could  overtake 
VW  this  year  if  the  upswing 
continues  in  Romania, 
where  the  Korean  company 
is  the  only  foreign  investor 
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to  produce  cars. 

Poland  remained  the 
region's  strongest  market, 
selling  565.098  units  in  1993. 
eclipsing  the  Netherlands  as 
Europe's  seventh-biggest 
auto  consumer. 

Ryan  James  Tutak 
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FLEETS  by  John  Griffiths 


Makers  tune  in  to  leasing 

Rnaripo  m 1 : — -1— 


Rnance  subsidiaries  are  now  showinq 
growing  interest  in  pan-European  9 
one-stop  shops  for  company  transport 


xne  their  car  fleets  an  a pan- 
European  basis  is  becoming 
reality.  J 

Leading  independent  spe- 
cialists In  the  fleets  and  leas- 
ing sector,  such  as  Amro 
Bank-owned  Lease  Plan,  are 
already  well  advanced  with 
developing  cross-border  car 
leasing  and  fleet  manage- 
ment operations. 

Their  proclaimed  function 
is  to  relieve  client  companies 
of  the  administrative  bur- 
dens - frequently  night- 
mares - of  buying,  running 
and  disposing  Of  Company 
cars  within  still  widely  vary- 
ing EU  member-state  vehicle 
and  taxation  rules  and  regu- 
lations. 

Now  vehicle  manufactur- 
ers. in  the  form  of  their 
finance  subsidiaries,  are  also 
starting  to  move  in. 

By  the  end  of  this  year, 
debis  Car  Fleet  Management 
(dCF),  part  of  the  new  auto- 
motive giant  DaimlerChrys- 
ler,  will  have  expanded 
beyond  its  home  base  in  the 
UK  into  every 'sizeable  coun- 
try in  continental  Europe, 
including  company  car 
emerging  markets  such  as 
Poland  and  the  Czech  Repub- 
lic. 

In  mid-February  Volkswa- 
gen. Europe’s  biggest 
vehicles  group,  announced 
the  creation  of  International 
Fleet  Management,  a third 
wholly-owned  unit  of  its 
financial  services  division, 
also  aimed  at  capturing  man- 
agement of  large,  multina- 
tional fleets. 

Like  debis,  and  similar 


up  or 

contemplated  by  a growing 
number  of  rivals,  the  VW 
management  company  is 
concerned  with  all  makes  of 
car.  not  just  those  produced 
by  the  group.  A basic  ingre- 
dient of  the  leasing  business 
is  to  acquire  whichever 
vehicles,  irrespective  of 
brand,  the  client  company 
wants  to  operate,  not  those 
the  parent  manufacturer 
wishes  to  selL 

DCF  itself  has  already  set 
up  operations  in  the  Nether- 
lands and  in  Germany, 
where  its  ultimate  parent 
has  its  European  headquar- 
ters. 

The  attraction,  as  Huber- 
tus  von  Zastrow.  its  manag- 
ing director,  points  out.  is 
that  the  company  car  fleet  is 
normally  the  second-highest 
overhead  for  a company 
after  its  employees.  The 
complexities  of  pan-Euro- 
pean  operations  have  inevi- 
tably put  managing  it 
more  effectively  higher  up 
most  large  companies' 
agendas. 

Like  most  of  its  rivals, 
debts'  packages  range  from 
all-inclusive  contract  hire  to 
management  services  - the 
basic  functions  on  which  the 
leasing  and  fleet  manage- 
ment sector  has  been  based, 
at  a national  level,  for  sev- 
eral decades. 

The  new  dimension  of  pan- 
European  fleets,  however, 
means  that  the  companies 
owning  or  operating  them 
are  seeking  single,  all-in 
deals  covering  the  lease  or 
purchase  of  their  vehicles 
wherever  they  may  be  based. 


Alexander  Weissleder.  Looking  for  scale  advatages 


or  by  whichever  national 
subsidiary  the  vehicles 
might  actually  be  run. 

“There  is  no  doubt  that 
there  are  scale  advantages  to 
be  gained, " says  Alexander 
Weissleder,  managing  direc- 
tor of  Mercedes-Benz 
Finance  and  responsible  for 
the  West  European  and 
South  African  operations  of 
debis  Finanzdienstleistun- 
gen,  the  “captive*'  finance 
organisation  of  Daimler- 
Chrysler. 

For  all  the  effort  going 
into  pan-European  activities, 
it  is  still  a fledgling  business 
- 80  per  cent  of  the  cars 
being  leased  or  managed  by 
dCF  are  still  to  mainly  small 
companies  operating  entirely 
within  the  UK.  says  Mr 
Weissleder.  “And  it  will 
probably  stay  that  way  for 
the  next  three  to  four  years." 

The  dCF  international 
operations  are  targeting 
companies  running  fleets  of 
at  least  25  cars  - and  usually 


many  more.  In  the  process, 
much  is  being  learned  about 
the  emotions,  politics  and 
tensions  which  can  arise 
over  company  car  policy 
between  national  offices  of  a 
large  corporation  and  those 
at  HQ  concerned  only  with 
minimising  the  fleet  bill. 

“For  example,  an  Italian 
local  office  - with  its  own 
preferred  cars  and  ways  of 

running  them  - is  likely  to 
say  *you  can’t  do  that  here* 
when  there  is  an  attempt  to 
impose  a central  policy.  That 
situation  needs  someone  like 
us  to  simplify  things,"  says 
Mr  Weissleder. 

How  rapidly  the  pan-Euro- 
pean  element  of  the  business 
will  grow  is  open  to  ques- 
tion. One  significant  factor 
will  be  whether  the  recent 
spate  of  large-scale  mergers 
and  acquisitions  across  a 
number  of  industrial  sectors 
- including  that  of  Damller- 
Benz  and  Chrysler,  for  exam- 
ple - is  sustained.  Such 


activity  has  already  played  a 
big  role  in  the  growth  of 
international  business  to 
date,  says  Mr  von  Zastrow. 

dCF  is  creating  its  own 
pan-European  operations 
from  scratch,  rather  than 
seeking  possible  partners. 

The  partnership  route  has 
been  promoted  by  some  of 
the  leading  Independent 
groups,  arguing  that  it 
makes  sense  to  tap  existing 
expertise  in  complementary 
markets.  But  it  is  not  an 
approach  favoured  by  dCF  - 
"there  is  no  way  of  obtaining 
expertise  in  this  manner  to 
cover  the  whole  of  Europe." 

Part  of  the  reason  relates 
to  the  wide  differences  in 
company  car  populations  in 
individual  European  states. 
In  some  countries,  such  as 
Italy  and  Spun,  fleet  leasing 
and  management  is  a recent 
phenomenon,  with  current 
annual  growth  rates  of 
around  30  per  cent.  Germany 
is  growing  at  about  half  that 
rate,  while  the  UK  market, 
approaching  saturation,  is 
now  growing  at  about  5 per 
cent. 

Like  the  automotive  indus- 
try itself,  the  vehicle  fleet 
finance  and  leasing  industry 
faces  a further  period  of  con- 
solidation. predicts  Mr  Weis- 
sleder. Despite  the  emer- 
gence of  several  dozen  large 
players,  it  remains  a frag- 
mented business,  with  450 
companies  operating  in  the 
UK  sector  alone.  Manufac- 
turer-owned operations,  he 
forecasts,  will  move  in  to 
take  an  increasingly  large 
share  of  the  business.  But 
the  main  losers  will  not  be 
rival  large  independent 
groups  but  “the  many 
smaller  companies  which 
will  be  swallowed  as  the  big 
groups  get  bigger". 


^ NEW  AND  UPDATED  by  Haig  Simonian 


Peugeot 
406  gets 
facelift 


After  almost  four  years  near  the 
top  of  Europe’s  best-selling 
family  car  league,  Peugeot  has 
decided  to  freshen  up  Its  406.  The 
most  striking  aspect  of  the  facelifted 
car.  to  be  seen  for  the  first  time  at 
the  Geneva  motor  show  this  month, 
are  a new  front,  with  narrower, 
more  aggressive  headlights,  and  a 
restyled  rear. 

Peugeot  claims  the  revised  406  has 
about  3.000  engineering  changes, 
including  a new  generation  of  ligh- 
ter, more  economical  petrol  engines. 

The  new  406  will  appear  just  as 
Renault  and  Rat  are  refreshing  two 
of  their  most  popular  models.  Most 
of  the  external  differences  to  Ren- 
ault's Mfigane  and  Fiat’s  Bra- 
vo/Brava would  escape  the 
untrained  eye,  but  the  alterations 
inside  are  more  striking,  including 
new  dashboards. 

Small  family  cars  like  the  Megane 
and  the  Bravo, 'Brava  slug  it  out  in 
the  biggest,  but  most  competitive, 
segment  of  the  European  market 
With  newer  products  such  as  VWs 
Golf,  the  Opel/Vauxhall  Astra,  and 
the  Ford  Focus  threatening  to 
eclipse  Renault’s  and  Fiat's  offer- 
ings. such  mid-life  facelifts  have 
become  a necessity  for  car  makers. 

General  Motors  has  high  hopes  its 
new  Zafira  people  carrier,  badged  as 
an  Opel  in  continental  Europe  and  a 
Vauxball  in  the  UK.  will  quickly  ter- 
minate the  monoply  on  the  sector 
held  by  another  of  Renault’s 
Meganes.  the  top-selling  Scenic. 

So  confident  is  GM,  that  its  Euro- 
pean planners  have  decided  to  raise 
Zafira  output  before  a angle  unit 
hug  gone  to  a customer.  The 
car  will  not  go  on  sale  until  after  its 
debut  in  Geneva. 

To  meet  the  expected  demand,  GM 
is  increasing  output  this  year  to 
140,000  units  from  the  120.000 
planned.  By  2000  production  should 
reach  200,000. 

The  upgrade  follows  a forecast  by 
GM's  planners  that  sales  of  such 
people  carriers,  built  on  the  plat- 
forms of  lower  mid-sized  family  cars, 
will  soar  fivefold  by  2005.  In  1998  the 
niche  pioneered  by  the  Scenic 
accounted  tor  about  2 per  cent  of  the 
European  market,  or  280,000  units. 
GM  expects  that  to  reach  at  least  10 
per  cent  in  the  next  six  yesrs. 
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High  hopes  Peugeot’s  406  [above)  and  {below)  the  VauxhaO-badged  GM  Zafira 
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COMPANIES  by  Haig  Simonian 


Italians  and  French  in  joint  venture 


t .micB  between  Rat  and  Renault  will 
tighten  further  when  the  two  compa- 
nies next  month  finalise  their  latest 
joint  venture- 

Rat’s  Comau  industrial  automa- 
tion subsidiary  is  to  buy  51 
of  Renault  Automation,  the  French 
car  maker’s  similar  subsidiary. 
Under  the  terms  Fiat  has  an  option 
to  take  the  remaining  49  per  cent 
between  2002  and  2004- 

The  link  follows  last  November’s 

more  by  the  wo  groups  to 
their  foundry  operations,  with  Ra 


specialist  Teksid  subsidiary  taking 
almost  67  per  cent  of  the  pooled  com- 
pany. Not  much  earlier.  Fiat  and 
Renault  decided  to  put  their  bus 
activities  into  another  joint  venture, 

Iris^us.  . 

frwnaii  is  one  of  Fiat’s  highest  pro- 
file operations  - although  Its 
renown  tends  to  be  restricted  to 
robotics  and  process  engineering 
specialists.  Among  its  customers, 
apart  from  Fiat  itself,  are  Mercedes- 
Benz.  The  German  luxury  car  maker 
installed  Comau  units  on  its  A Class 


production  line  at  the  Rastatt  fac- 
tory after  being  impressed  by  the 
units  seen  at  Fiat’s  showcase  Melfi 
plant 

Financial  details  of  the  latest  Fiat- 
Renault  link  will  not  be  released 
until  the  formal  agreement  is  signed 
in  ApriL 

Comau,  which  is  65  per  cent 
owned  by  Fiat  had  sales  of  Ll-gOOhn 
last  year.  Sales  at  Renault  Automa- 
tion, which  employs  nearly  800 
people  at  three  factories  in  France, 
amounted  to  about  €103m  in  1998. 


About  85  per  cent  of  turnover  came 
from  the  Renault  parent  company  or 
from  Peugeoi-Citrfien. 

Is  the  latest  transaction  another 
step  on  the  way  to  a Fiat-Renault 
merger?  Analysts  are  doubtful:  the 
overlaps  are  so  great  any  marriage 
would  lead  to  massive  redundancies. 
But  the  trio  of  recent  deals  demon- 
strates the  pressures  on  even  size- 
able vehicle  groups  such  as  Flat  and 
Renault  to  cut  costs  and  improve 
efficiency  in  a ruthlessly  competitive 
market. 
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PEOPLE  by  Haig  Simonian 


Visteon’s  new  chief 
has  eye  on  market 


Will  Craig  Muhlhauser, 
Visteon’s  new  president,  be 
the  man  to  lead  the  world’s 
second-biggest  automotive 
supplier  to  the  stock  mar- 
ket? 

The  chances  of  Ford  float- 
ing its  former  Automotive 
Components  Group, 
renamed  Visteon  more  than 

a year  ago.  have  increased 
after  last  month’s  successful 
$l.7bn  flotation  by  arch-rival 
Delphi. 

General  Motors's  initial 
public  offering  of  17.7  per 
cent  of  its  Delphi  subsidiary 
has  opened  a path  for  other 
components  groups  to  go  to 
the  market.  American  Axle 
and  Manufacturing,  a 
buy-out  largely  composed  of 
former  GM  plants,  is  a min- 
now by  comparison.  But  it 
used  the  awareness  created 
by  the  Delphi  deal  to  slip  in 
ahead  with  an  initial  public 
offering  of  7m  shares  to  raise 
$119m  at  the  end  of  January. 

Mr  Muhlhauser.  who 
joined  Visteon  from  the 
Pratt  & Whitney  jet  engines 
arm  of  United  Technologies 
in  July  1997,  is  not  trumpet- 
ing his  stock  market  goals. 
But  Ford’s  planned  acquisi- 
tion of  the  car  operations  of 
Sweden’s  Volvo  could  bring 
him  a step  closer  to  achiev- 
ing one  of  the  aims,  which, 
analysts  say,  he  must  meet 
for  potential  investors  in 
Visteon  to  cough  up. 

The  Volvo  deal  should 
help  Mr  Muhlhauser  meet 
his  target  of  reducing  Vis- 
teon’s dependence  on  sales 
to  Ford  in  the  US.  Only 
through  new  business  can 
the  company  demonstrate  it 
Is  more  than  a captive  sup- 
plier. Delphi,  the  world's  big- 
gest automotive  supplier, 
has  already  learned  the  days 
of  guaranteed  contracts  from 
its  parent  company  are  over. 

Ford’s  Volvo  purchase 
should  allow  an  entrge  to  a 
new  customer.  Even  before 
the  deal.  Mr  Muhlhauser 
regarded  Europe's  car  mak- 
ers as  a prime  opportunity 
given  his  estimate  that 
about  $26bn  of  new  supply 
contracts  were  up  for  grabs 
in  the  region  this  year  alone. 

Appointed  president  to 
succeed  Charlie  SzuJuk  on 


Craig  MuMhauset?  seeks  lesser  dependence  on  sales  to  Ford 


January  1.  Mr  Muhlhauser 
argues  Visteon  has  two  tell- 
ing advantages  over  big 
rivals  such  as  Delphi,  Dana 
or  Valeo. 

The  first  is  systems  compe- 
tence. Every  supplier  worth 
its  salt  is  talking  systems 
now.  Visteon  he  claims,  is 
special.  He  argues  the  com- 
pany has  genuine  technolog- 
ical leadership  in  some 
areas.  “What  distinguishes 
our  air  conditioners  from 
those  of,  say,  Valeo?  In  this 
business,  if  you're  not  out  in 
front,  you  get  run  over." 

He  also  stresses  Visteon’s 
“financial  muscle”  - and 
hints  at  Ford's  even  bigger 
resources  behind  it.  With 
more  than  $10bn  in  net 
financial  liquidity,  even  after 
tbe  Volvo  deal.  Ford  is  cur- 
rently one  of  the  world’s 
richest  car  makers. 

Customers'  awareness  of 
that  should  help  Visteon 
pitch  for  new  business,  he 
argues.  “Our  objective  is  to 
bave  more  and  more  of  the 
financial  muscle  to  assume 
tbe  risk  tor  original  equip- 
ment makers.”  Such  risk- 
taking,  he  believes,  is  crucial 
as  vehicle  makers  shift  more 
research  and  development 
and  manufacturing  work  to 
suppliers  to  drive  down  costs 
and  raise  profits. 

Mr  Muhlhauser  also  hopes 
he  can  harness  Visteon’s 
technological  capabilities  in 
new  ways.  Helped  bv  his 


non-automotive  past,  he  has 
spotted  opportunities  to  sell 
to  new  customers  outside 
autos.  “Highly-admired  com- 
panies. such  as  3M,  bave 
core  competences  like  adhe- 
sives but  are  always  looking 
for  applications  elsewhere." 
be  says. 

Visteon,  for  example,  has 
real  expertise  in  compres- 
sors. which  lie  at  tbe  heart 
of  tbe  air  conditioning 
systems  which  are  one  of  its 
fortes.  But  its  compressor 
technology  also  lends  itself 
to  other  opportunities,  such 
as  power  generation. 

Others  have  been  thinking 
along  similar,  if  less  high- 
tech.  lines.  Delphi  has  been 
trying  to  find  new,  non-auto- 
motive. customers  to  reduce 
its  dependence  on  GM's 
North  American  plants.  It 
now  sells  wiring  harnesses 
to  the  aerospace  sector.  With 
its  massive  economies  of 
scale,  Delphi  can  produce 
such  parts  far  more  cheaply 
than  traditional  suppliers. 

Whatever  their  product 
differences,  such  strategies 
suggest  leading  parts  makers 
are  thinking  along  similar 
lines  to  develop  neiv  busi- 
ness opportunities.  As  with 
Delphi,  so  with  Visteon, 
moving  away  from  the  heri- 
tage of  being  a captive  sup- 
plier is  a vital  step  for  the 
future.  Mr  Muhlhauser  may- 
be Visteon's  best  helpmate 
to  get  there. 


Crossing  over  to  Detroit 


Ford  Motor  may  have 
bought  - many  would  say 
saved  - Jaguar,  but  it  is 
gratifying  to  see  tbe  UK  lux- 
ury car  maker  rewarding  its 
US  parent  by  offering  some 
brainpower  in  return. 

David  Szczupak.  the  chief 
programme  engineer  on 
Jaguar's  new  S Type,  which 
is  shortly  to  go  on  sale, 
will  next  month  hop 
over  to  Detroit  to  take  the 
top  job  at  Ford’s  global 
powertrain  engineering 
operations. 

The  genial  Mr  Szczupak 
will  not  be  running  the 
whole  show:  he  will  report  to 
Roman  Krygier,  Ford’s  head 
of  powertrain  operations, 
responsible  for  manufactur- 
ing as  well  as  design,  and. 
indirectly,  to  Richard  Parry- 
Jones,  the  talented  Welsh- 
man in  charge  of  overall 
product  development.  But 
Mr  Szczupak,  who  made  his 
name  heading  the  team 
behind  Jaguar’s  highly-ac- 
claimed AJ  V8  engine. 


David  Szczupak:  masterminded  the  Jaguar  S Type  engine 


should  prove  a valuable 
addition  to  Ford's  engine 
development  boffins.  Two 
years  after  becoming  chief 
engineer  of  Jaguar’s  engine 
programme  in  1994  be  was 


appointed  chief  programme 
engineer  for  the  S Type. 
With  the  new  model  already 
winning  plaudits  in  the 
press.  Mr  Szczupak’s  star 
looks  set  to  carry  on  rising. 
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Lycos  fights  merger  move 

Robert  Davis,  chief  executive  of  Lycos,  is 
fighting  hard  to  defend  the  planned  merger  of 
his  high-flying  Internet  company  with  the  less 
glamorous  Home  Shopping  Network,  the  televi- 
sion shopping  channel  Page  22 

Currency  markets  await  policy  shift 

......  ...  The  currency  markets 


Energy  group  threat  to  leave  Germany 


By  Tony  Barber  in  Frankfurt 


E*ro  againstthe  doflar  this  week  on  the 

*!«£  ■ " alert  for  signs  Of  mone- 

11R  tary  policy  changes  in 

/ iT the  euro-zone  and  the 

1-16  — — US.  The  European 

\ Central  Bank's  govem- 

1.12  log  council  meets  on 

1D  X.  Thursday  with  a very 

“ public  battle  over  mon- 

'tew'  ' etary  policy  continuing 
4.^  7999  ***  between  Oskar  Lafon- 

taine,  the  German 

finance  minister,  and  Wrm  Duisenberg,  presi- 
dent of  the  ECB.  Currencies,  Page  26 

Poor  start  for  Colombian  shares 

Economic  recession,  higher  taxes  and 
asphyxiating  interest  rates  have  not  provided 
the  best  of  starts  for  Colombia’s  stock  markets 
this  year.  Since  the  beginning  of  January, 
Bogota’s  IBB  Stock  Market  Index  has  fallen 
20.5  per  cent  in  dollar  terms,  and  it  is  now  the 
region’s  third  worst  performer  after  Brazil  and 
Venezuela.  Emerging  markets,  Page  22 

Tokyo  stocks  braced  for  low  profits 

The  Tokyo  equity  market  has  stood  up  surpris- 
ingly well  to  a rolling  barrage  of  profits  warnings 
in  the  past  fortnight  from  some  of  Japan's  lead- 
ing blue-chip  companies.  However,  questions 
remain  whether  the  market  has  adequately 
priced  the  full  scale  of  the  profits  downgrades 
that  are  likely  to  be  announced  before  the  end 
of  the  financial  year  on  March  31.  Page  25 

Greenspan  relies  on  bond  market 

Over  the  past  six  months  Alan  Greenspan, 
chairman  of  the  US  Federal  Reserve,  has  been 
trying  to  rein  in  the  booming  US  economy, 
largely  by  talking  down  the  equity  market,  with- 
out success.  Now  Mr  Greenspan  appears  to  be 
encouraging  the  US  government  band  market  to 
do  the  job  of  monetary  tightening  for  him. 
Government  bonds,  Page  24 

UK  interest  rates  on  the  agenda 

The  Bank  of  England's  monetary  policy  commit- 
tee will  hold  the  UK  stock  market's  fate  in  its 
hands  once  again  as  it  decides  whether  to  alter 
UK  interest  rates.  Page  25 

Britain’s  bingo  revival 

The  UK  is  seeing  a revival  of  bingo,  the  social 
gambling -game' generally  played  by  middle- 
aged  women.  The  game's  core  constituency  is 
growing  and  it  stands  to  benefit  from  recent 
advertising  deregulation.  Gala.  Britain’s  largest 
bingo  club  operator,  befteves  it  is  Britten’s  “new 
growth  industry".  Page  21 

Rolls-Royce  reports 

Shareholders  in  Rolls-Royce  will  discover  when 
it  reports  this  week  whether  the  UK  aerospace 
and  industrial  power  group  has  achieved  its  tar- 
get of  double-digit  earnings  growth.  Page  25 
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BANANA  DISPUTE  RIPENS 

The  dispute  settlement  body  of  the  World  Trade 
Organisation  in  Geneva  is  due  to  establish  a 
panel  on  Tuesday  to  examine  the  controversial 
Section  301  of  US  trade  law,  used  by 
Washington  to  threaten  sanctions  against  the 
European  Union  in  their  dispute  over  bananas. 
CHERNOBYL  REACTOR  MAY  REOPEN 
The  last  operational  reactor  at  the  Chernobyl 
nuclear,  power  plant  in  Ukraine  could  reopen 
from  Tuesday,  according  to  officials  in  Kiev. 
JAPAN  GOES  ON  THE  PILL 
The  central  pharmaceutical  affairs  committee  of 
Japan’s  ministry  of  health  and  welfare  is 
expected  to  recommend  at  a meeting  on 
Wednesday  that  the  contraceptive  pill  be 
licensed. 
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i RWE.  the  German  energy  and 
industrial  group,  has  threat- 
ened to  transfer  some  of  its 
business  operations  abroad  in 
protest  at  the  centre-left 
government’s  planned  tax 
reforms. 

It  was  the  second  warning  in 
less  than  a week  from  a large 

German  company  and  under- 
lined the  scale  of  disenchant- 
ment among  business  leaders 
with  the  tax  policies  of  Chan- 
cellor Gerhard  Schroder's 
administration. 

Allianz,  the  Munich-based 
insurance  group,  said  last 
Wednesday  that  it  might  trans- 


- RWE  follows  Allianz  in  protest  against  tax  reform  plan 


fer  operations  such  aa  asset 
management  and  International 
industrial  Insurance  out  of 
Germany  if  the  government 
introduced  tax  reforms  target- 
ing insurance  companies. 

Yesterday.  Allianz’s  chief 

executive.  Henning  Schulte- 

Noelle.  suggested  bis  group 
might  form  a European- wide 
holding  company  and  move  its 
headquarters  out  of  Germany. 
“That  can  just  as  well  be  in 
another  country  of  the  Euro- 
pean Union  as  Germany,”  he 
was  quoted  as  saying  in  the 
newspaper  Welt  am  Sonntag. 


RWE's  chief  executive,  Diet- 
mar  Kuhnt,  said  in  a letter 
addressed  to  members  of  the 
German  parliament's  finance 
committee  that  the  reforms 
would  impose  an  extra 
DM25bn  ($14bn)  in  taxes  on 
German  utility  companies. 
Under  the  government’s  pro- 
posals, companies  would  have 
to  pay  taxes  on  their  capital 
reserves. 

RWE  said  a heavier  tax  bur- 
den would  force  the  company 
to  reconsider  its  planned 
investment  in  the  Garzweiler 
n lignite  mining  project  near 


Dfisseldorf.  “We  have  to 
review  the  whole  investment 
plan,"  said  a company  official. 
Dieter  Schweer.  “It’s  a ques- 
tion of  at  least  14,000  jobs.  If 
the  investment  position  is  no 
longer  attractive,  we  will 
examine  every  possibility  of 
transferring  our  investments 
abroad." 

RWE  has  extensive  mining, 
raw  materials,  petroleum, 
chemicals  and  waste  manage- 
ment operations  as  well  as  its 
main  energy  business. 

Almost  immediately  after 
the  Social  Democrat-Greens 


election  victory  last  Septem- 
ber, RWE  and  other  energy 
groups  found  themselves  at 
odds  with  the  new  coalition 
government  over  its  intention 
to  phase  out  nuclear  power. 
However  Chancellor  Schroder, 
to  the  annoyance  of  his  Green 
ministers,  later  watered  down 
this  initiative. 

Some  senior  German  execu- 
tives believe  the  chancellor  is 
more  pragmatic  than  many  of 
his  colleagues  and  can  be  per- 
suaded to  amend  government 
policies  in  the  interests  of 
business.  Representatives  of 
the  insurance  industry  are 
expected  to  meet  Mr  Schroder 
on  Wednesday. 


Olivetti  to  seek  new  allies 
in  revamped  offer  for  TI 


By  Paul  Betts  in  M3an 

Olivetti  is  expected  this  week 
to  seek  new  allies  to  support 
its  €S3ba  ($58Abn)  hostile  bid 
for  Telecom  Italia.  The  posh 
will  follow  clearance  for  a 
revamped  takeover  offer, 
granted  at  the  weekend  by 
Consob,  the  Italian  stock- 
market  regulator. 

Roberto  Colaninno.  chief 
executive  of  the  information 
technology  and  telecommuni- 
cations business,  is  trying  to 
enlarge  Olivetti's  group  of  core 
shareholders.  This  would 
strengthen  his  grip  on  the 
company  and  increase  his 
chances  of  winning  the  much 
larger  telecoms  group  in 
Europe’s  biggest  postwar  take- 
otter  battle. 

He  Is  expected  to  outline  his 
plans  to  increase  the  priva- 
tised telecommunication 
group's  value  as  one  way  of 
wooing  TI  shareholders. 

Olivetti  officials  yesterday 
declined  to  comment  on  Mr 


C-oIani ono’s  search  for  new 
industrial  and  financial  allies 
to  flanir  his  north  Italian  busi- 
ness partners.  These  control 
about  15  per  cent  of  Olivetti 
through  Bell,  a Luxembourg- 
based  holding  company. 

Olivetti  denied  Italian  news- 
paper reports  of  behind-the- 
scenes  manoeuvres  with  TTs 
core  shareholders,  including 
leading  Italian  hanks  and 
insurers  and  the  Agnellis,  the 
powerful  Fiat  family.  These 
reports  suggested  Olivetti  and 
the  shareholders  were  consid- 
ering a compromise  that  would 
assemble  a group  of  investors 
backing  a merger  between  TI 
and  Olivetti. 

TI  also  dismissed  these 
alleged  attempts  at  compro- 
mise. Franco  Bernabe,  TTs 
chief  executive,  reiterated  that 
it  would  be  up  to  the  market  to 
decide  the  outcome  of  wbat 
promises  to  become  a pro- 
longed war  of  attrition. 

Financial  analysts  consider 
Olivetti’s  €10  per  share  offer  - 


in  cash,  shares  and  bonds  - 
too  low.  But  Olivetti  could 
sweeten  its  bid.  especially  if  it 
manages  to  recruit  supporters. 
Olivetti  allies  are  believed  to 
have  already  accumulated 
about  5 per  cent  of  TL 

Mr  Bernabe  insisted  the 
mariiet  will  judge  the  contest 
on  the  basis  of  which  side 
offers  the  best  prospects  for 
increasing  TTs  value  and  the 
best  industrial  strategy. 

Consob 's  decision  to  allow 
Olivetti  to  proceed  with  its 
revamped  bid  was  a setback 
for  TL  The  privatised  group 
had  described  the  rejigged 
offer  as  “full  of  holes”. 

By  approving  the  revised 
bid,  Consob  has  tied  TTs  hands 
in  taking  defensive  action. 
With  more  than  1.5m  share- 
holders and  a stable  core  of 
those  controlling  barely  7 per 
cent  of  the  capital.  TI  would 
struggle  to  bring  together  the 
required  numbers  to  approve  a 
defence  under  Italy's  new  take- 
over rules. 


Preparing  for  a war  of  attrition:  Olivetti  chief  Roberto  Coianktno 


Top  10  investment  banks  take  77%  of  market 


By  Edward  Luce, 

Capital  Markets  Editor 

The  world's  leading  10 
investment  banks  have  almost 
doubled  their  share  of  fee- 
based  and  advisory  business  in 
the  global  capital  markets 
since  1990,  according  to  the 
Stern  business  school  in  New 
York.  They  now  have  77  per 
cent  of  the  market. 

The  growing  concentration 
of  market  share  in  the  hands 
of  the  top  banks  has  coincided 
with  an  explosion  in  the  global 
capital  markets  during  the 
1990s.  from  total  volume  of  less 


than  SiJOObn  at  the  start  of 
the  decade  to  almost  $4.000bn 
last  year,  the  study  showed. 

The  findings,  based  on  statis- 
tics from  the  US  information 
group  Securities  Data,  showed 
that  the  top  20  investment 
banks  increased  their  share  of 
global  capital  markets  busi- 
ness from  SO  per  cent  in  1990  to 
97  per  cent  last  year. 

The  top  10  are  Goldman 
Sachs.  Morgan  Stanley  Dean 
Witter,  Merrill  Lynch,  Salo- 
mon Smith  Barney,  Credit  Sui- 
sse First  Boston,  Warburg  Dil- 
lon Read,  Deutsche  Bank. 
J.P.  Morgan.  Chase  Manhattan 


and  Lehman  Brothers.  “There 
is  still  a lot  of  juice  in  this 
business, " said  Roy  Smith,  pro- 
fessor of  international  busi- 
ness at  Stern  and  coauthor  of 
the  report.  “You  can  foresee  a 
situation  where  there  are  just 
10  or  12  banks  accounting  for 
almost  all  of  the  market’’ 

The  growth  in  concentration 
has  been  boosted  by  several 
trends.  First  the  average  size 
of  deals  in  the  international 
debt  and  equity  markets  has 
increased  sharply.  This  has 
disproportionately  benefited 
banks  witb  the  largest  and 
most  efficient  balance  sheets. 


The  growth  in  deal  size  has 
been  spurred  by  the  increasing 
popularity  of  privatisation  and 
the  more  frequent  use  of  the 
international  bond  markets  by 
companies  and  sovereign  bor- 
rowers. 

Second,  the  investment 
banking  sector  itself  has  con- 
solidated, thus  shrinking  the 
number  of  global  competitors 
while  increasing  their  relative 
size.  For  example.  SBC  War- 
burg acquired  the  US  bank  Dil- 
lon Read  and  was  then  itself 
merged  with  Union  Bank  of 
Switzerland.  The  rationalisa- 
tion of  the  sector  bas  also  coin- 


cided with  the  retreat  of  Japa- 
nese banks  from  the  market. 
The  only  remaining  Japanese 
bank  in  the  top  20  is  Nomura 
International. 

Third,  a number  of  US  and 
European  retail  banks  have 
withdrawn  from  investment 
banking,  after  failing  to  mam' 
the  different  hanking  cultures. 

However  banking  analysts 
say  there  is  little  danger  an 
oligopoly  will  develop.  ”If  you 
look  at  other  global  sectors 
such  as  software,  aircraft  man- 
ufacturing or  computers,  you 
see  much  greater  concentra- 
tion.” said  one  analyst. 


SA  beer 
giant 
wins  its 
London 
listing 


By  John  WiUman, 
Consumer  Industries  Editor 


Shares  in  South  African 
Breweries,  the  world’s  fourth- 
largest  brewing  group,  start 
conditional  dealings  on  the 
London  Stock  Exchange  today 
at  a price  of  about  £L30  each. 

The  expected  pricing  values 
the  company  at  some  £3.4bn. 
which  advisers  believe  should 
qualify  SAB  for  membership  of 
the  FTSE-100.  ensuring  inter- 
est from  tracker  funds  that 
shadow  the  index.  The  group 
hopes  to  be  admitted  to  the 
index  after  the  quarterly 
review  meeting  of  the  UK  indi- 
ces committee  on  March  10. 

Some  UK  fund  managers  had 
complained  that  SAB's  mem- 
bership of  the  FTSE-100  would 
force  them  to  increase  tbeir 
exposure  to  emerging  markets. 
This  led  to  market  rumours  at 
the  end  of  last  week  that  the 
issue  was  in  difficulty. 

In  the  event  and  after  a late 
rush  on  Friday,  the  book  was 
more  than  covered  with  more 
than  two-thirds  of  the  placing 
going  to  UK  institutions. 
Around  a fifth  went  to  US 
investors  and  the  rest  to 
Europe  and  Japan. 

The  group  placed  new  shares 
worth  £150m  to  finance  expan- 
sion in  eastern  Europe.  The 
placing  allowed  two  large 
South  African  industrial 
groups  to  sell  stakes  of  L95  per 
cent  of  the  existing  shares. 

SAB  is  expected  to  list  in 
London  on  March  8 following 
its  delisting  from  the  Johan- 
nesburg stock  exchange  on 
Friday.  SAB  shares  fell  more 
than  3 per  cent  in  Johannes- 
burg on  Friday,  closing  at  R90 
(£9.00. ) The  shares,  which  are 
being  split  two-for-one  for  the 
London  listing,  will  start  trad- 
ing today  at  a discount  of  less 
than  5 per  cent  to  that. 

The  managers  of  the  placing 
- Flemings,  Cazenove  and 
Goldman  Sachs  - have  the 
option  to  raise  a further  £50m 
to  stabilise  trading. 

SAB  has  98  per  cent  of  the 
South  African  beer  market  and 
brewing  interests  in  China, 
eastern  Europe  and  many 
countries  of  sub-Saharan 
Africa.  Its  move  to  London  is 
designed  to  obtain  access  to 
deeper  and  more  liquid  capital 
markets,  and  an  active  part  in 
the  expected  consolidation  of 
the  global  brewing  industry. 
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Not  such  a capital  start 


Cutting  Edge  Technology 

for 

Cutting  Edge  Research! 


Those  expecting  instant  action 
in  Europe's  capital  markets 
after  the  launch  of  the  euro 
have  been  disappointed.  The 
much  awaited  growth  of 
Europe’s  tiny  junk  bond 
market  has  been  put  on  ice. 
The  development  of  a genuine 
asset-backed  market  has  also 
been  slow,  with  only  a handful 
of  European  banks  daring  to 
launch  securitisations.  And.  if 
you  exclude  Olivetti's  bid  for 
Telecom  Italia,  the  number  of 
hostile  corporate  bids 
involving  debt  financings  is 
stuck  at  approximately  zero. 

Nevertheless,  there  are 
stirrings  beneath  the  surface. 
Although  the  sub-investment 
market  looks  set  to  remain 
quiet  for  the  next  few  weeks  at 
least,  an  impressive  list  of 
lower  rated  European 
investment  grade  companies 
has  issued  bonds  for  the  first 
Hmp.  If  the  average  rating  of 
the  European  borrower  was 
AA  plus  before  the  launch  of 
the  euro,  it  bas  fallen  to  about 
AA  minus  in  the  first  two 
months  of  its  existence,  say 
bankers.  Nothing  dramatic, 
perhaps,  and  a long  way  from 
the  situation  in  the  US 
corporate  bond  market  where 
the  average  rating  is  BBB  plus. 
But,  if  you  consider  that  this 

shift  has  occured  in  just  eight 

weeks,  it  is  significant 

Much  of  the  record  volume 
In  European  corporate  bond 
issuance  can  be  attributed  to 
public  relations;  companies 
like  AlcateL  Repsol  and  BAT 
have  happily  sacrificed  the 
liquidity  and  tighter  pricing 
that  comes  with  issuing  in 
dollars  for  the  kudos  to  be 
gained  from  launching  shiny 


new  benchmarks  in  the  single 
currency.  This  explains  why 
the  volume  of  international 
bonds  denominated  in  euros  so 
dramatically  outstripped  those 
issued  in  dollars  in  January. 
However,  much  of  the  novelty 
has  worn  off  and  last  month 
the  dollar  resumed  its  number 
one  spot  in  the  bond  markets, 
accounting  for  47  per  cent  of 
all  international  offerings 
versus  about  40  per  cent  for 
the  euro. 

Interest  in  the  euro  is  low 
among  US  borrowers  and 
investors.  From  the  point  of 
view  of  large-scale  borrowers 
such  as  Ford,  the  Federal 
National  Mortgage  Association 
or  General  Motors,  the  dollar 
is  still  an  attractive  currency 
in  which  to  borrow  because  it 
offers  a liquid  swaps  market. 

Swaps  spreads  - the  rate  at 
which  you  swap  fixed  rate 
money  into  floating  rate 
money  - remain  punrtively 
tight  in  euros.  To  make 
matters  worse,  the  markets 
have  been  charging  three  or 
four  basis  points  for  borrowers 
to  swap  floating  rate  euros 
into  floating  rate  dollars.  In  a 
liquid  market  the  charge  on 
the  swap  should  be  zero. 

For  the  US  investor,  the  euro 
has  been  a non-starter.  Quite 
apart  from  currency  risk  - the 
euro  has  depredated  by  about 
6 per  cent  against  the  dollar 
since  4 January  - yields  in  the 
euro-zone  are  significantly 
lower  than  in  the  dollar 
market  With  the  yield  on  the 
30-year  US  Treasury  touching 
almost  5-6  per  cent  last  week 
and  the  yield  on  the  German 
10-vear  benchmark  well  below 
4 per  cent,  few  US  investors 


have  bothered  witb  the  euro. 

In  addition,  the  forward 
markets  are  expecting  the 
European  Central  Bank  to  cut 
interest  rates  in  the  next  three 
months  while  opposite 
expectations  are  starting  to 
prevail  in  the  dollar  market. 

So  the  euro  looks  set  to  remain 
weak  against  the  dollar  for 
some  time. 

If  you  exclude  the  growing 
Japanese  interest  in  the  euro, 
(which  is  mostly  confined  to 
the  safest  and  largest 

government  bonds)  this  means 
that  the  momentum  for  the 
development  of  the 
enrodenomlnated  bond 
markets  must  continue  to  be 
drawn  from  within  the 
eurozone  itself.  The  signs  are 
that  progress  of  an  undramatic 
kind  will  continue  here. 

The  leading  banks  say  the 
large  Dutch,  French  and 
German  institutional  funds 
have  started  to  put  new  money 
into  cross-border  bond 
offerings.  Anecdotal  evidence 
suggests  a growing  number  of 
European  retail  investors  - 
from  the  Italian  chiropodist  to 
the  Belgian  dentist  - are 
patting  cash  into  fixed  income 
mutual  funds  in  the  same  way 
UK  Investors  are  switching  out 
of  gilts  into  Peps  specialising 
in  corporate  bonds. 

Chester  Murray,  head  of 
Moody’s  Investors  Service  in 
Europe,  reckons  that  the 
euro-zone  will  soon  boast  a 
handful  of  “super-funds” 
managing  more  than  €20bn 
($22_2bn)  in  assets.  With 
interest  rates  low,  it  is  a fair 
bet  most  of  this  new  money 
wfU  flow  into  higher-yielding 
corporate  bonds. 


Todays  financial  analysts  are 
occupied  by  tedious  tasks  like 
date  collection  and  validation. 
The  time  has  come  to  focus  on 
what  really  counts  - providing 
the  foundations  for 
successful  investment 
strategies.  


High  quality  research 
depends  on  a reliable, 
central,  consolidated 
database  storing 
market  data,  company 
accounts,  estimates 
and  publications. 


Framesoft  Financial 
Research  provides  a 
central  data  store  and 
comprehensive 
functionality  covering 
all  major  daily  activities 
of  financial  analysts. 


£=:  Framesoft  helps 
— to  speed  up  the 

production  process  of 
research  publications. 
AH  functionality  is 
tightly  integrated  with 
common  office 

applications. 


Framesoft  is  a fast  growing,  innovative 
software  company  and  lead  big  provider  of 
research  solutions. 

Framesoffs  applications  are  based  on 
internal  technology  allowing  for  immediate 
global  roll-out  without  local  installations. 


http://wwwjramesoft.com 


framesoft 

FRAMEWORKS  FOR  SUCCESS 


1 


20 


FINANCIAL  TIMES  MONDAY  MARCH  l 1999 


COMPANIES  & FINANCE 


Williams 
set  for 
Swedish 
purchase 


By  Susanna  Voyfe 


Williams,  the  acquisitive 
security  and  fire  protection 
group,  is  today  expected  to 
announce  a £10m  deal  to  buy 
a Swedish  business. 

The  agreement  to  pur- 
chase Temp  us  - which  will 
include  the  assumption  of 
almost  £lm  of  debt  - will 
bolster  the  UK  group's 
presence  in  the  Nordic 
region. 

Tempus  is  the  leading  fire 
protection  brand  in  Sweden 
and  will  lift  Williams's  share 
of  the  Nordic  market  from  22 
to  26  per  cent.  The  group 
sells  and  services  fixed  and 
portable  fire  protection 
systems. 

The  deal  is  Williams's 
third  recent  acquisition  in 
the  region  after  deals  to 
buy  two  businesses  in  Nor- 
way. 

Last  week  Williams 
strengthened  its  position  in 
the  Asia  Pacific  region  with 
the  SLMm  (£75ra)  acquisition 
of  FPD  Guardforce  In  Hong 
Kong. 

The  latest  deals  - com- 
bined with  the  FFr502m 
<£53m)  acquisition  of  the 
French  Pro  teg  fire  protection 
businesses  from  Securitas  of 
Sweden  in  .January  - are 
part  of  an  effort  to  expand 
Williams's  global  presence  in 
the  fast  growing  service  sec- 
tor. 

The  former  conglomerate 
has  been  focused  on  security 
businesses  since  tbe  £L3bn 
deal  to  buy  Chubb,  the  UK  . 
lockmaker.  in  lrtW  and  bas 
disposed  of  most  of  its  non- 
related  businesses. 


Scipher  weighs  up  case  for  flotation 


By  Thoroki  Barker 


Scipher.  the  technology 
development  company 
formed  through  a manage- 
ment buy-out  from  Thorn 
EMI  in  I99fi,  is  planning  to 
□oat  later  this  year. 

Tbe  company,  which  is  20 
per  cent  owned  by  EM3.  is 
expected  to  be  valued  at 
about  £100m.  It  would  look 
to  raise  about  £20m  of  cash 
through  the  float  to  fund 
new  developments,  valuing 
the  existing  business  at 
£50m. 

“We  have  bad  no  problems 
so  far  in  attracting  [private] 
funding  and  are  fast 
approaching  the  stage  where 
we  can  put  the  case  to  insti- 
tutional investors."  said 
Kenneth  Gray,  chairman. 

Management  bought  tbe 
company  for  £3.7m  in  1996; 
when  Thom,  the  electrical 
retailer,  was  demerged  from 


EMI.  Thorn  EMI's  central 
research  laboratory,  which 
became  Scipher.  invented 
tbe  body  scanner  in  the 
1970s  but  was  sold  off 
because  it  was  not  a core, 
part  of  either  Thom  or  EMI. 

Advent  Limited,  the  ven- 
ture capitalist,  last  month 
paid  £5m  for  a 12  per  cent 
stake  that  will  fund  Scipher 
for  a year.  Scipher  had  a 
negative  cash  Oow  of  about 
£3m  last  year. 

The  challenge  for  Scipher. 
whose  technologies  include 
fingerprint  security  systems 
for  access  into  buildings 
and  software  for  3-D  sound 
in  computer  games,  will  be 
to  convince  investors 
its  advanced  technologies 
can  be  turned  into  profits. 

It  made  a pre-tax  profit  of 
£-13.000  in  the  year  to  March 
31  last  year.  It  is  expected  to 
increase  turnover  of  £12.6m 
by  more  than  30  per  cent 


Nerds  transported  to  the  third  dimension  via  Sensaura 


this  year,  but  profits  will 
remain  low  because  the  com- 
pany spends  20  per  cent  of 
turnover  on  research  and 
development. 


Some  technologies,  like 
the  Sensaura  3-D  sound  chip, 
are  profitable.  Scipher 
claims  the  product  is  used  in 
70  per  cent  of  the  50m  multi- 


media  PCs  sold  each  year. 

Others,  such  as  miniature 
video  displays  for  the  next 
generation  of  laptop  comput 
ers.  are  still  being  developed 
and  have  yet  to  prove  their 
commercial  potential. 

BTG.  the  UK  Intellectual 
property  manager,  which  is 
one  of  the  closest  parallels  to 
Scipher,  has  had  mixed  for- 
tunes since  coming  to  the 
market  in  1995.  Investors 
have  struggled  to  put  a 
value  on  its  portfolio  of  tech- 
nologies. as  it  does  not 
expect  to  be  profitable  for  at 
least  two  years.  It  is  valued 
at  about  £290m. 

Scipher  takes  out  patents 
on  new  inventions  and  over- 
sees their  development,  but 
takes  a more  active  role  than 
BTG  in  developing  its  own 
technologies.  Once  products 
are  launched,  users  pay  roy- 
alties whenever  they  employ 
the  technology. 


Mirror  awaits  revised  bids 


By  Lucy  Smy 


Mirror  Group,  the  UK 
newspaper  publisher,  has 
been  encouraging  an  unoffi- 
cial auction  between  its  two 
rival  regional  newspaper 
company  bidders. 

In  a sign  of  Mirrcir's  grow- 
ing confidence  under  John 
AJIwood,  its  new  chief  execu- 
tive. the  company  is  expect- 
ing this  week  to  receive 
improved  bids  from  botb 
Trinity  and  Regional  Inde- 
pendent Media,  valuing  tbe 
company  at  more  than 
£lbn. 

Trinity's  initial  offer  of 
0.37  per  cent  of  a share  for 
every  Mirror  share  had  val- 
ued Mirror  at  about  lt»p. 
which  was  topped  by  RIM's 
offer  of  200p  in  February. 


Mirror  is  now  thought  to 
be  looking  for  offers  nearer 
to  tbe  230p-240p  that  some 
analysts  are  recommending. 
“It  is  clear  that  an  offer  of 
200p  a share  did  not  impress 
the  board.”  a commentator 
said  yesterday.  "They  will 
have  to  do  a lot  better." 

The  more  bullish  stance 
being  taken  by  Mirror  is 
expected  to  be  reflected  by 
Mr  All  wood  when  he  pres- 
ents full-.year  results  on 
Thursday.  He  is  expected  to 
concentrate  not  on  its  recent 
underperformance,  but  on 
opportunities  for  growth. 

He  is  also  expected  to 
announce  a shake-up  of  Mir- 
ror's divisions  and  some  dis- 
posals. with  Sporting  Life, 
the  racing  title,  and  Live  TV 
seeming  obvious  targets. 


Trinity  is  expected  to 
announce  its  improved  offer 
early  in  the  week. 

It  is  thought  that  the 
group  will  indicate  a cash 
and  paper  offer  of  between 
200p-220p  a share,  subject  to 
approval  by  tbe  Monopolies 
and  Mergers  Commission. 

RIM  may  try  to  hold  off 
improving  its  offer  until 
after  the  MMC  inquiry  is 
completed  in  about  three 
mouths,  as  tbe  passage  of 
time  could  affect  Trinity's 
share  price  and  therefore  the 
value  of  its  cash  and  paper 
bid. 

RIM  is  thought  to  be 
looking  at  making  an  indica- 
tive offer  in  the  region  of 
220p-325p. 

Mirror  Group  shares 
closed  at  194p  on  Friday. 


Kingfisher  eyes 
CRS  outlets 


By  Liny  Smy 


Kingfisher  is  examining 
some  of  Co-operative  Retail 
Services  out-of-town  super- 
stores with  a view  to  buying 
them  for  its  DIY  store  expan- 
sion plans. 

The  UK  retail  group  wants 
to  increase  the  number  of  its 
B&Q  Warehouses,  as 
opposed  to  the  smaller 
superstores,  from  35  to  135. 
It  has  earmarked  £750m  for 
the  five  year  project. 

CRS  is  thought  to  be  inter- 
ested in  selling  its  large 
Home  world  stores,  which  are 
in  out-of-town  locations  and 
could  be  converted  easily 


from  one  type  of  retail  use  to 
another. 

Although  Kingfisher 
would  neither  confirm  nor 
deny  that  it  was  in  talks 
with  CRS,  one  analyst  said 
yesterday:  “You  don't  need 
to  be  a genius  to  see  that  it 
would  be  a good  fit" 

The  move  to  expand  the 
B&Q  chain,  announced  in 
October,  shook  the  hard- 
pressed  DIY  industry,  which 
in  recent  years  bad  seen  a 
□umber  of  companies  fall 
victim  to  over-capacity  and 
price  wars.  In  a trading 
statement  for  the  nine  weeks 
to  January  2,  B&Q  increased 
total  sales  by  3.1  per  cent. 


framing  Caine,  jogging  brain,  regaining  fame 

Icons  through  the  eyes  of  a portrait  painter,  a new  fitness  regime  for  the 
brain  and  Yohji  Yamamoto's  second  honeymoon  with  the  fashion  world. 
All  in  how  to  spend  it  magazine,  free  with  the  Weekend  FT  this  Saturday. 


FINANCIAL  TIMES 

No  FT,  no  comment. 


MAM  back 
in  new  trust 
issue  move 

By  Jean  Eagtesham 

Mercury  Asset  Management 
hopes  to  raise  £5t)m-£i50m 
($80m-$240m)  for  a new 
investment  trust.  The  move 
marks  the  fund  manager's 
first  big  new  issue  since  it 
was  forced  to  pull  a heavily 
promoted  launch  in  July 
1997  due  to  lack  of  demand. 

Conventional  trust  new 
issues  have  been  few  and  far 
between  in  the  past  two 
years.  Investors  have  been 
reluctant  to  pay  face  value 
for  assets  when  they  can  buy 
shares  in  existing  trusts  at 
wide  discounts  to  net  asset 
value.  Managers  have  also 
struggled  to  cope  with  disen- 
chantment with  tbe  sector 
on  the  part  of  institutional 
investors. 

MAM's  tactics  this  time 
attempt  to  address  these 
problems.  Shares  will  be 
offered  only  to  a group  or 
in-house  private  clients,  in 
contrast  to  the  heavy  pro- 
motional effort  used  last 
time. 

It  has  been  designed 
purely  for  retail  investors.  “I 
hope  no  institution  buys  it 
and  I don't  expect  them  to,” 
said  Lough  Callahan,  manag- 
ing director  of  Mercury 
Investment  Trusts.  The 
investment  mandate  will  bo 
relatively  risk  averse,  using 
asset  allocation  techniques 
to  try  and  generate  a consis- 
tently positive  investment 
return,  rather  than  a more 
aggressive  benchmark. 

it  will  initially  be  offered 
only  to  the  5.000  or  so  MAM 
clients  and  staff  who  hold 
£307 m of  Merrill  Lynch  loan 
notes.  MAM  said  some  would 
want  cash,  rather  than  the 
trust,  so  it  was  hard  to  fore- 
cast how  much  it  would 
raise.  The  minimum  level  is 
£30m.  The  launch  closes  on 
March  24  and  is  sponsored 
by  Warburg  Dillon  Read. 


COMMENT 


Canary  Wharf 

Large  property  development  recently  emerged  from 
bankruptcy.  For  being  unfashionable  that  is  bard  to  beat 
Nonetheless,  Canary  Wharf  is  chugging  ahead  with  plans  for 
a flotation.  This,  the  story  goes,  is  not  the  dog  it  once  was. 

With  the  first  phase  of  the  development  now  fully  let 
there  is  truth  In  this.  For  one  thing,  there  is  an  earnings 
stream  to  value.  Rents  have  firmed  to  £3035  a square  foot, 
partly  with  the  expiry  of  cheap  leases  offered  in  the  early 
1990s.  Canary  Wharf  has  become  a doughty  competitor  in 
the  London  office  market.  In  each  of  the  last  three  years,  it 
has  sold  or  pre-let  lm-1.5m  sq  ft  of  office  space  - roughly  a 
quarter  of  all  the  space  turned  over  in  the  City  of  London. 

Nonetheless,  investors  should  not  get  earned  away.  The 
one  third  of  the  development  completed  and  tenanted  has 
been  valued  externally  at  £1.4bn.  Apply  trading  and  flotation 
discounts  to  that  and  the  figure  is  £lbn.  To  get  to  the 
mooted  E2.6bn  top  whack  market  value,  investors  thus  need 
to  value  Canary  Wharfs  ongoing  developments,  land  bank 
and  tax  losses  at  more  than  £2bn  (£3.2bn>.  before  lopping  off 
£600m  of  on-going  debt.  By  any  standards,  this  looks  aggres- 
sive. 

It  looks  particularly  racy  given  Canary  Wharfs  exposure 
to  the  volatile  financial  sendees  market.  Can  it  continue  to 
poach  City  residents?  Low  rents  helped  it  get  a foothold  in 
the  City  office  market.  But  bankers  may  not  relocate  east  if 
Canary  Wharf  pushes  prices  up  to  the  City's  £45  a square 
foot 

European  stock  markets 

The  idea  of  Stockholm's  stock  exchange  moving  its  dally 
closing  time  from  5pm  to  10pm  may  seem  bizarre.  But  it 
shows  the  mounting  pressure  Europe's  fragmented  stock 
markets  ta.ee  from  the  US.  The  purpose  of  the  move  Is  to 
claw  back  trading  in  Swedish  shares  - particularly  Ericsson 
- that  has  been  lost  to  New  York. 

Against  this  background,  it  is  welcome  news  that  the 
London  Stock  Exchange  is  putting  more  flesh  on  the  bones 
of  its  alliance  witb  Frankfurt.  Harmonising  trading  hours  is 
a sensible  step.  Nonetheless,  tbe  leisurely  pace  at  which  the 
alliance  is  moving  continues  to  prompt  concern.  It  is  signifi- 
cant that  Sweden  - Europe's  only  quoted  exchange  - is  both 
quicker  and  more  radical  in  its  thinking  than  member-led 
rivals. 
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Vaux  sale  committee 
reduced  to  three 

Two  non-executive  directors  of  Vaux  have  stepped  down 
from  the  sale  committee  overseeing  the  disposal  of  the  UK 
group's  two  breweries.  Their  action  is  in  response  to  criti- 
cism that  there  was  a potential  conflict  of  interest  because 
of  their  strong  company  and  family  links. 

Stephen  Gibbs  is  married  to  the  sister  of  the  wife  of  Sir 
Paul  Nicholson,  non-executive  chairman,  while  Anthony 
Wood  is  a former  executive  director.  In  addition  it  is 
understood  that  Sir  Paul  will  not  exercise  his  board  vote 
over  the  proposed  sale  to  a management  buy-out  team  led 
by  Frank  Nicholson,  his  younger  brother. 

The  saJe  committee  now  comprises  just  three  non-exec- 
utives - John  Conlan,  Jonathan  Cartwright  and  Judy 
Atchison.  It  could  today  announce  that  the  sale  has  been 
completed,  but  it  is  more  likely  to  extend  the  exclusivity 
agreement  granted  to  Frank  Nicholson’s  team  four  weeks 
ago.  David  BlackweU 


TELECOMMUNICATIONS 


Remec  bids  £19.1m  for  Airtech 

Remec,  the  US  mobile  telecommunications  group,  has 
made  a £19.1m  ($3Q.6m)  agreed  bid  for  Airtech.  The  UK 
group  will  become  the  launchpad  for  the  US  group's 
expansion  into  Europe. 

“The  merger  will  assist  us  in  selling  our  products  in  the 
US  as  Remec's  products  are  technologically  compatible 
with  Airtech's,"  said  Nick  Randall,  Airtech  chairman. 

When  Airtech  announced  an  approach  had  been  made 
Last  month,  its  share  price  was  27V4p.  Last  Friday,  after  it 
was  revealed  Remec's  offer  would  be  valued  at  41.9p,  the 
shares  rose  to  38V%p,  valuing  the  group  at  £17.5m. 

Investors  holding  more  than  half  of  Airtech's  equity  have 
agreed  to  the  deal,  including  the  Randall  family  which 
holds  40  per  cent. 

Remec  offered  a significant  premium  for  Airtouch's  total 
share  capital  and  the  deal  will  be  settled  through  the  issue 
of  Remec  shares.  “But  calling  the  deal  a merger  is  benefi- 
cial from  a tax  point  of  view."  Mr  Randall  said.  “It  was  a 
condition  set  by  Remec.  I'm  pretty  confident  the  SEC  will 
allow  it."  Michelle  Joubert 


ENGINEERING 

Sweet  deal  for  UBS  Capital 

UBS  Capital,  the  private  equity  division  of  the  Swiss  bank, 
has  bought  Aquarius  Group,  the  world's  leading  maker  of 
machinery  for  the  production  of  lollipops  and  sugar 
cubes. 

The  Dutch  company,  which  also  makes  specialist  pack- 
aging machinery,  is  believed  to  have  been  sold  for  a con- 
siderable premium  to  its  annual  sales  of  about  R 50m 
(S25m). 

The  deal  is  unusual  because  UBS  has  started  to  look  for 
a chief  executive,  who  will  be  offered  equity  participation, 
to  run  Aquarius  only  after  completing  the  buy-out. 

Clay  Harris 
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BNP 


U.S.  $250,000,000 

BankBoston. 

Subordinated 

Floating  Rate  Notes  Due  2001 

Issued  1 0th  February  1986 


Interest  Rate 
Interest  Penod 

Interest  Amount  per 
U.S.  S50.000  Note  due 
28th  May  1999 


5.125%  per  annum 
26th  February  1999 
28th  May  1999 

U.S.  S647.74 


Credit  Suisse  First  Boston  (Europe)  Ltd. 
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EDIA  UK  GR0UP  TO  LINK  WITH  BERTELSMANN  y qJyq 

Pearson  in  moves  to  Farewell  to  the  ‘ladies’  and 
German  joint  ^“tegy**  ,|iel10’ t0  big,  fat  profits 

I/Ati^hwa  1 . Dan  Bilefsky  looks  at  a revival  in  the  fortunes  of  bingo  as  the 

T vlIlUl  V n{flH  atfSuffgit industry  launches  rts  first  E5m  national  advertising  campaign 


Bjr  John  Sapper,  Madia  Etfifor 

Pearson,  the  publisher  or  the 
financial  Times,  and  Gruner 
+ Jahr,  the  German  publish- 
ing group  controlled  by 
Bertelsmann.  will  today 
detail  plans  to  launch  a new 
German  business  newspaper 
competing  with  established 
titles  such  as  Handelsblatt. 

The  German  language 
paper  will  be  edited  and  pub- 
lished separately  from  the 
financial  Times,  although  it 
will  be  printed  on  pink  paper 
and  will  draw  some  articles 
from  the  FT's  network  of 
correspondents.  The  compa- 
nies are  expected  jointly  to 
Invest  about  £60m  ($96m). 

The  launch  marks  an 
ambitious  effort  to  capitalise 
on  the  growth  of  interest  in 
financial  markets  in  Ger- 
many, as  well  as  the  coun- 
try's place  at  the  heart  of 
monetary  union.  A launch 
date  has  not  been  set.  but 
the  title  is  expected  to  break 
even  in  about  three  years. 

Andrew  Gowers,  formerly 
deputy  editor  of  the  FT,  is  to 
edit  the  title  as  well  as  being 
one  of  two  co-managing 
directors  of  the  joint  venture 
company.  The  other  win  be 
Michael  Rzesnitzek  of  Gru- 
ner + Jahr,  which  is  75  per 
cent  owned  by  Bertelsmann. 

Gruner  + Jahr  is  one  of 
the  biggest  newspaper  pub- 
lishers in  Germany,  whose 
titles  include  Berliner  Zei- 
tung  and  Hamburger  Mor- 
genpost.  as  well  as  maga- 
zines such  as  Stem.  It  also 


owns  Borse  Online,  the  fast- 
growing  financial  magagfly* 

The  companies  have  not 
yet  fixed  a title  for  the  news- 
paper. although  Mr  Goners 
is  now  recruiting  Journalists. 
The  Financial  Times  brand 
will  appear  prominently  in 

the  paper,  and  it  will  have 
an  internet  web  site  linked 
to  FT.com,  the  FT’s  web  site. 

The  Financial  Times  group 
already  includes  the  finan- 
cial newspapers  Les  Echos 
in  France  and  Expansion  in 
Spain,  but  has  not  had  an 
equivalent  in  Germany.  It 
decided  on  a joint  venture 
with  the  German  publisher 
both  to  gain  from  its  local 
knowledge,  and  to  share  the 
financial  risk. 

The  companies  believe  the 
market  for  financial  informa- 
tion in  Germany  is  expand- 
ing rapidly,  and  there  is 
room  for  a paper  that  com- 
bines the  authority  of  tradi- 
tional German  newspapers 
with  the  investigative  and 
story-breaking  culture  of 
German  business  magazines 

However,  the  venture  is 
likely  to  be  seen  as  risky  by 
some  analysts  because  of  the 
entrenched  position  of  titles 
such  as  Handelsblatt  and  the 
financial  pages  of  estab- 
lished newspapers. 

The  FT’s  international  cir- 
culation has  risen  by  about 
37  per  cent  in  the  past  year. 
taking  its  total  circulation  to 
384,000.  However  it  sells  only 
about  22,000  copies  a day  in 
Germany,  compared  with 
130,000  in  the  UK. 


LVMH  steps  up 
Gucci  campaign 


By  Alice  Rawsthom 
and  Peter  John 

The  battle  over  the  future  of 
Gucci,  the  Italian  fashion 
house,  will  intensify  this 
week  when  LVMH,  the 
French  luxury  goods  group, 
starts  legal  proceedings 
against  the  Gucci  board  in 
the  Amsterdam  Court  of 
AppeaL 

LVMH  is  also  lobbying 
Gucci  shareholders  with  a 
global  mailshot  to  explain  its 
argument 

Having  stealthily  acquired 
54.4  per  cent  of  Gucci’s 
equity.  LVMH  is  asking  the 
Dutch  court  to  freeze  the 
voting  rights  on  an  equiva- 
lent number  of  new  shares 
issued  10  days  ago  by  Gucci 
to  a newly  created  employee 
share  option  plan  (ESOP). 

LVMH  is  telling  Gucci 
investors  it  does  not  plan 
any  form  of  takeover  and  is 
not  intending  to  increase  its 
stake.  It  stresses  that  it 
merely  wants  to  enhance 
shareholder  value,  and 
points  to  margins,  of  about 
40  per  cent  on  its  Louis  Virit- 
ton  label  compared  with 
margins  of  25  per  cent  for 

Gucci. 

The  court  case  is  expected 
to  start  on  Wednesday,  the 
day  after  Tom  Ford,  Gucci’s 
chief  designer,  is  expected  to 
unveil  his  new  women's 
wear  collection  at  Milan 
fashion  week. 


Your,  life 


LVMH  is  suing  on  the 
grounds  that  the  share  issue 
was  an  abuse  of  the  spirit  of 
Dutch  corporate  law.  Gucci, 
which  is;  trying  to  prevent 
the  French  group  from  exer- 
cising what  it  calls  "creeping 
control''  without  mounting  a 
flail  bid  for  100  per  cent  of  its 
shares,  insists  it  was  lawful. 

Bernard  Arnault,  chair- 
man of  LVMH.  who  already 
controls  the  Christian  Dior 
and  Christian  Lacroix  fash- 
ion houses,  hopes  to  secure 
an  Injunction  to  freeze  the 
voting  rights  on  the  shares 
before  an  extraordinary 
meeting  of  Gucci's  share- 
holders later  this  month. 

LVMH  exercised  its  right 
as  a 10  per  cent-plus  investor 
to  call  for  the  meeting  to 
vote  on  its  proposal  that  a 
nominee,  director  be 
appointed  to  the  Gucci 
board.  Unless  LVMH  wins 
the  Amsterdam  case,  its 
votes  will  be  blocked  by  the 
ESOP  shares,  and  Gucci's 
independent  shareholders 
will  decide  whether  to 
endorse  the  nominee's  i 
appointment.  The  date  of  the  | 
meeting  will  be  disclosed 
later  this  week. 

Both  groups  have  been  try- 
ing to  persuade  Gucci's  inde- 
pendent shareholders  to  sup- 
port them. 

Gucci  is  being  advised  by 
Morgan  Stanley  and  LVMH 
is  being  advised  by  Goldman 
Sachs. 
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twin-track 

strategy 

By  Tun  Burt  in  Stoddubn 
and  NBdti  Tart  m Chicago 

Volvo,  the  Swedish  auto- 
motive group,  has  stepped 
up  plans  for  an  ambitious 
expansion  in  commercial 
vehicles  by  offering  an 
industrial  cooperation  pack- 
age to  Scania,  its  Swedish 
heavy  truck  rival,  while 
exploring  possible  bolt-on 
acquisitions  from  Navistar, 
the  US  truck  and  engine 
group. 

The  twin-track  strategy 
follows  the  collapse  last 
month  of  talks  between 
Volvo  and  Investor,  Scanla’s 
controlling  shareholder  and 
the  main  vehicle  for  Swe- 
den’s Wallenberg  industrial 
empire,  concerning  a take- 
over of  the  Scandinavian 
truckmaker. 

Volvo,  which  has  acquired 
almost  13  per  cent  of  Scania, 
has  asked  senior  managers 
at  the  company  to  consider 
an  alliance  in  developing 
common  engine  components, 
gearboxes,  drivelines  and 
fuel  systems. 

At  the  same  time,  Volvo 
executives  in  tbe  US  are 
expected  to  renew  talks  this 
week  with  Chicago-based 
Navistar  on  tbe  possible 
acquisition  of  the  group's 
heavy  truck  and  school  bus 
operations. 

Although  the  two  sides 
have  discussed  an  outright 
bid  from  Volvo,  they  have 
failed  so  for  to  agree  a val- 
uation and  the  Swedish 
group  is  thought  to  be  less 
interested  in  Navistarts  die- 
sel engine  arm. 

This  has  big  contracts 
with  Ford,  supplying  V-8 
engines  for  its  pick-up 
trucks.  There  has  already 
been  speculation  in  the  US 
that  if  Volvo  did  acquire 
Navistar,  the  diesel  engine 
business  might  be  taken 
in-house  by  the  US  carmaker 
or  the  contracts  reassigned. 

Navistar  is  understood  to 
have  demanded  more  than 
US$50  a share,  valuing  the 
Chicago-based  group  well  in 
excess  of  S3bn.  Last  week, 
Navistar  shares  closed  at 
just  below  S40,  having  risen 
strongly  in  recent  weeks. 
Last  autumn,  they  were 
trading  at  under  $20.  The 
company  yesterday  contin- 
ued to  declined  to  comment 
about  talks  with  Volvo. 

Leif  Johansson,  Volvo 
chief  executive,  is  likely  to 
outline  the  group’s  commer- 
cial vehicle  strategy  at  meet- 
ings in  the  US  this  week 
with  institutional  investors. 

Mr  Johansson  win  also  be 
seeking  support  from  inves- 
tors for  the  sale  of  Volvo's 
car  division  to  Ford  of  the 
US  for  SKrfObn  ($6.1bn)  - 
the  subject  of  a shareholder 
vote  at  an  extraordinary 
meeting  later  this  month. 

Volvo,  which  has  itself 
been  at  the  centre  of  bid 
speculation  in  recent 
months,  hopes  to  use  pro- 
ceeds from  the  disposal  to 
fund  an  expansion  in  its 
heavy  truck  business,  which 
currently  boasts  a 12  per 
cent  market  share  in  North 
America  and  almost  15  per 
cent  in  Europe. 

Following  its  abortive 
approach  to  Scania,  Volvo 
has  told  its  Swedish  rival 
that  the  two  companies 
could  cut  their  future 
research  and  development 
costs  by  pooling  engineering 
resources. 
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ABBEY  NATIONAL 
TREASURY  SBMCESPLC 
FRF  lfiOOfiOOJOOO 
TEC  10  Indexed  Floating 
Rate  Note*  due  2006 
mcooJfonalyand  faceonbly 
guanrtnedby 
ABBEY  NATIONAL  PLC 
Notice  e haebf  given  that  he  rate 
of  interest  for  the  period  from 
Man*  4.  1999  to  June  4,  1999 
te  been  fbedai  236  percent  per 
annum. 

The  oaupen  smarts  due  tar  this 
period  are  FRF  74  per 
denomination  or  FRF  10,000  and 
FRF  740  per  denomination  of 
FRF  100000  and  are  payable  on 
the  interest  payment  date 
June  4. 1999. 


The  Fiscal  Ags4 
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Eve  Johnston,  a 41-year- 
old  single  mother  of  five, 
never  misses  her  bingo 
night.  “I  will  be  playing 
bingo  until  they  lower  me 
into  my  grave.  The  bingo 
hall  is  my  second  home.” 

It  is  Friday  night  in  south 
London,  and  more  than  500 
people  have  crowded  into 
Gala's  bingo  club  - a 1930s 
cinema  modelled  on  a Vene- 
tian palace  - in  Tooting. 

There  is  £200,000  at  stake 
in  the  National  Bingo  Game, 
in  which  600  clubs  across  the 
UK  pool  their  prize  money. 

Eve  thinks  this  might  be 
her  lucky  night.  She  has 
already  spent  £50  and  it  is 
already  9pm.  but  she  is  unre- 
pentant: “Bingo  is  my  night 
out  on  the  town  and  it's 
Important  to  me.” 

A bingo  revival  Is  upon  ns. 
The  game’s  core  constitu- 
ency - women  between  the 
ages  of  35  and  55  - is 

increasing  in  number.  Above 
all,  bingo  stands  to  benefit 
from  recent  advertising 
deregulation. 

i To  many,  bingo  is  still  red- 
olent of  old  ladies  and  tea 
urns.  But  in  April  the 
National  Bingo  Game  Asso- 
ciation will  try  to  wash  away 
bingo's  blue  rinse  image 
when  it  launches  its  first 
£5m  national  advertising 
campaign.  The  ads  will  fea- 
ture drag  comedian  Lily  Sav- 
age. and  appear  during  epi- 
sodes of  Coronation  Street 
With  or  without  her,  bingo 
is  enjoying  a high  profile. 
Last  week  Paul  Gascoigne, 
the  football  player, 
announced  he  was  playing 


bingo  with  his  mother  to  try 
to  overcome  his  alcohol 
problem.  Celebrities  at  the 
recent  Brit  Awards  for  pop 
music  played  bingo  after  the 
ceremony. 

There  is  a lot  of  money  at 
stake.  Gaming  Board  figures 
show  a rise  from  £906m 
spent  on  bingo  in  1995  to 
more  than  £lbn  ($1.6bn)  in 
1998  - and  that  does  not 
include  money  spent  on 
admission,  amusement 
machines  and  catering. 

A study  by  Mintel.  the 
market  research  group, 
shows  total  admissions  run- 
ning at  about  100m  a year, 
compared  with  96m  in  1996. 

Bingo  has  taken  a ham- 
mering during  the  past  five 
years  because  of  tbe  advent 
of  the  National  Lottery. 

Total  admissions  were 
running  at  109m  in  1994  but 
foil  12  per  cent  by  1996.  How- 
ever, John  KeDy,  chief  exec- 
utive of  Gala,  Britain's  larg- 
est operator  of  bingo  dubs, 
is  confident.  He  believes 
bingo  is  Britain’s  “new 
growth  industry”.  Two  fac- 
tors particularly  help  the 
two  largest  operators.  Gala 
and  Mecca,  which  together 
account  for  about  60  per  cent 
of  admissions. 

First,  tough  competition 
from  the  lottery  has  forced 
the  pace  of  consolidation 
within  the  sector.  Small 
operators  of  traditional  dubs 
have  found  it  hard  to  com- 
pete, and  many  have  dosed. 

In  the  past  18  months, 
many  of  the  larger  leisure 
groups  such  as  Bass,  first 
Leisure  aqd  Vardon  (now 


renamed  Camions)  have  quit 
the  business,  leaving  the 
field  open. 

Their  departure  enabled 
Mr  Kelly  to  take  over  Gala. 
When  Bass  decided  to  sell  its 
bingo  business  In  December 
1997.  he  persuaded  PPMV. 
the  venture  capital  arm  of 
Prudential,  to  back  his 
£279m  purchase  of  Gala. 

Just  six  months  later,  the 
men  from  the  Pru  backed  bis 
acquisition  of  17  Ritz  clubs 
for  £36m.  Not  only  has  the 
consolidation  helped  Mr 
Kelly  expand  his  operation, 
it  has  improved  business 
conditions  too. 


Cheers:  the  numbant  may  be  starting  to  add  up  again 


Mr  Kelly  says:  “It  has 
helped  stop  the  wars 
of  attrition  that  used 
to  occur.  A town  could  have 
a big  Mecca,  a Gala  and  a 
Ritz  all  fighting  for  tbe  same 
market,  which  reduced  mar- 
gins and  destroyed  our  cus- 
tomer base." 

Second,  the  recent  liberal- 
isation of  advertising  laws 
should  also  benefit  the  larg- 
est operators  most  because 
they  can  promote  their  chain 
nationally.  One  analyst  said: 
“Simple  mathematics  dictate 
that  the  larger  the  club,  the 
larger  the  prize  money,  so 
big  clubs  such  as  Gala  will 
be  the  winnere." 

Certainly  Gala  has  bad  a 
good  start  In  the  12  months 
to  September  1998,  like-for- 
like  operating  profits 
increased  22.3  per  cent  to 
£29.1m,  while  turnover  grew 
10.5  per  cent  to  £168m.  Spend 
per  head  increased  6 per  cent 
from  £6.56  to  £6.93,  while 


like-for-like  admissions 
increased  1 per  cent. 

A 1 per  cent  like-for-like 
increase  may  not  seem  like 
much,  but  Mr  Kelly  says  the 
structure  of  tbe  business 
means  that  new  admissions 
go  straight  to  profit 

“The  big  pics  like  Bass 
tended  to  focus  on  increas- 
ing profit  margins.  But  from 
day  one  1 thought  the 
answer  was  to  increase  vol- 
ume. We  are  a highly  geared 
business,  so  that  once  you’ve 
covered  your  cost  base,  the 
money  from  each  new 
admission  drops  straight  to 
the  bottom  line.” 

Gala  is  also  doing  well 
against  Mecca  Bingo,  its  big- 
gest rival,  owned  by  Rank, 
whose  interests  span  But- 
Tin's,  Odeon  cinemas,  bingo 
halls  and  the  Hard  Rock 
Cafe  chain  _ 

Rank  has  seen  its  share 
price  nearly  halve  in  the 
past  12  months.  Its  gyimhling 
arm,  which  includes  Mecca 
bingo  and  Grosvenor  casi- 
nos, recently  announced  full- 


year  operating  profits  down 
7 per  cent  at  £53m.  Mr  Kelly 
says  Gala’s  focus  on  bingo 
gives  it  an  edge  over  the 
competition. 

But  it  Is  also  clear  be 
would  like  to  expand  into 
other  leisure  areas  for  which 
additional  capital  could  be 
raised  cm  flotation. 

Following  this  positive 
start,  there  is  speculation 
that  Gala  could  float  in  the 
next  year,  though  Mr  Kelly 
says  there  are  no  imminent 
plans  to  do  so. 

For  the  moment  his  atten- 
tion is  firmly  focused  on  dis- 
pelling the  myth  that  you 
can  still  find  “two  fat  ladies" 
at  your  local  bingo  hall. 

“Bingo  is  no  longer  about 
old  women  with  a fag  stick- 
ing out  of  their  mouth  and 
stockings  down  to  their 
ankles.  It  is  an  incredibly 
fun  evening.  For  about  a ten- 
ner you  can  have  three 
hours  of  enjoyment  and 
walk  away  with  sweaty 
palms.  We  need  to  get  this 
message  out” 
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COMPANIES  & FINANCE 


EMERGING  MARKETS  INTEREST  RATES  SHOW  SIGNS  OF  EASING  BUT  SIGNIFICANT  ECONOMIC  RECOVERY  IS  NOT  EXPECTED  THIS  YEAR 


Nokia  aims 


Poor  start  to  year  for  Colombian  shares  . increase 

By  Adam  Thomson  hi  Bogota  High  real  interest  rates  interest  rates,”  he  said.  Colombia  The  depressing  domestic 

- through  most  of  1998  have  Yet  there  are  concrete  scenario,  together  with  the  ' A # 

Economic  recession,  higher  plunged  the  economy  head-  signs  that  rates  are  easing  aggravation  this  year  that  i 1 ^ / 

taxes  and  asphyxiating  inter-  long  into  recession,  increas-  and  will  continue  to  fall.  i40o  lingering  global  financial  CT  i)|T  / A 

est  rates  have  not  provided  ing  unemployment  and  Benchmark  interest  rates  ~ . instability  may  frustrate  y W'  / U 

the  best  of  starts  for  Colom-  stunting  internal  demand,  have  come  down  approxi-  1300  — companies'  access  to  financ-  %/ 


By  Adam  Thomson  hi  Bogota 

Economic  recession,  higher 
taxes  and  asphyxiating  inter- 
est rates  have  not  provided 
the  best  of  starts  for  Colom- 
bia's stock  markets  this 
year. 

Since  the  beginning  of 
January,  Bogota’s  IBB  Stock 
Market  index  has  fallen  20-5 
per  cent  in  dollar  terms,  and 
is  now  the  region's  third 
worst  performer  after  Brazil 
and  Venezuela.  Last  week, 
the  index  fell  5.1  per  cent. 
Equity  investors  were  edgy 
as  fears  mounted  that  an 
imminent  Constitutional 
Court  verdict  might  deem 
unconstitutional  a govern- 
ment decision  taken  at  the 
end  of  last  year  to  declare  an 
economic  emergency. 

Under  the  emergency  - a 
constitutional  clause  that 
allows  governments  to 
implement  extraordinary 
measures  without  consulting 
Congress  - President  Andres 
Pastrana’s  administration 
ushered  in  a 0.2  per  cent  tax 
on  all  banking  transactions 
to  prop  up  a precarious 
banking  sector.  The  tax, 
though  considered  necessary 
to  avoid  further  macroeco- 
nomic complications,  will 
likely  add  to  a range  of  prob- 
lems affecting  company  per- 
formance this  year. 


High  real  interest  rates 
through  most  of  1998  have 
plunged  the  economy  head- 
long into  recession,  increas- 
ing unemployment  and 
stunting  internal  demand. 
Last  week  the  government’s 
National  Planning  Depart- 
ment announced  that  gross 
domestic  product  growth 
last  year  was  only  0.2  per 
cent,  the  lowest  since  1942. 

This  year  has 
started  with  a 
deplorable 

investment  climate,  a 
plethora  of 
companies  in  very 
fragile  positions  and 
weak  demand  due  to 
low  incomes  and 
high  interest  rates’ 


According  to  Armando 
Montenegro,  president  of  the 
National  Association  of 
Financial  Institutions  lAnif), 
the  poor  performance  is  sure 
to  persist  in  the  first  half  of 
this  year. 

“This  year  has  started 
with  a deplorable  invest- 
ment climate,  a plethora  of 
companies  in  very  fragile 
positions  and  weak  demand 
due  to  low  incomes  and  high 


interest  rates.”  he  said. 

Yet  there  are  concrete 
signs  that  rates  are  easing 
and  will  continue  to  fall. 

Benchmark  interest  rates 
have  come  down  approxi- 
mately eight  percentage 
points  since  November, 
thanks  largely  to  a more 
expansionary  monetary  pol- 
icy by  the  country's  central 
hank:  a key  decision  by 
Moody’s,  the  US  credit  rat- 
ing agency,  at  the  end  of  last 
year  to  maintain  its  Baa3 
investment-grade  rating  on 
Colombia's  sovereign  bonds; 
and  subsiding  exchange  rate 
pressure  as  fears  of  devalua- 
tion dissolve  on  the  back  of 
approximately  S2bn  of 
multilateral  loans  this 
year. 

The  fall  in  interest  rates 
provides  a degree  of  encour- 
agement for  the  country’s 
three  stock  markets.  Bench- 
mark rates  now  stand  at  28.8 
per  cent  given  year-on-year 
inflation  of  1722  per  cent.  As 
a result,  finance  minister 
Juan  C ami  Id  Rest  repo  has 
already  come  good  on  the 
first  part  of  his  promise 
made  last  year  to  lower  rates 
to  30  per  cent  by  March  and 
to  27  per  cent  by  June. 

Yet  given  last  year's 
worse- than -expected  growth, 
analysts  are  still  not  con- 
vinced that  the  lower  inter- 


est rates  will  be  sufficient  to 
haul  the  country  back  from 
recession  in  time  to  see  sig- 
nificant economic  recovery 
in  the  second  half. 

One  of  the  main  repercus- 
sions for  companies  is  vastly 
reduced  Internal  demand  as 
Colombia's  38m  residents 
spend  less  while  unemploy- 
ment rises. 

Last  year,  unemployment 
was  15.9  per  cent  of  the 
workforce,  the  worst  figure 
since  statistical  methodology 
was  standardised  23  years 
ago.  This  year,  analysts 
warn,  unemployment  is  set 
to  reach  16.9  per  cent. 

Also,  a new  tax  reform 
that  has  greatly  expanded 
the  base  of  VAT,  affecting 


advertising,  airline  tickets 
and  processed  foods,  among 
others,  is  likely  to  dampen 
consumer  demand  still  fur- 
ther. The  Congressionally 
approved  reform,  past  in 
December,  forms  part  of  the 
government's  strategy  to  cut 
last  year’s  fiscal  deficit  of  4 
per  cent  of  GDP  to  22!  per 
cent  this  year. 

However,  it  is  also  likely 
to  have  serious  repercus- 
sions for  growth.  Santander 
Investment  in  Bogota  esti- 
mates that  GDP  growth  this 
year  will  be  a mere  0.9  per 
cent. 

Anif,  which  had  originally 
estimated  growth  of  l per 
cent  in  1999.  said  that  figure 
will  now  be  closer  to  zero. 


The  depressing  domestic 
scenario,  together  with  the 
aggravation  this  year  that 
lingering  global  financial 
instability  may  frustrate 
companies'  access  to  financ- 
ing through  the  interna- 
tional capital  markets, 
stands  to  kill  off  much  inves- 
tor interest  in  the  Colombian 
stock  market. 

Analysts  at  Santander 
Investment  say  the  IBB 
Index  will  recover  18  per 
cent  in  dollar  terms  from 
now  to  tbe  year-end,  which 
is  not  enough  to  make  up  for 
the  lost  ground  since 
January. 

However,  the  overall  poor 
performance  - market  capi- 
talisation is  now  a meagre 
$6.6bn  compared  with  almost 
double  that  at  the  beginning 
of  last  year  - cannot  be 
blamed  on  macroeconomic 
factors  alone. 

Many  Colombian  compa- 
nies have  simply  failed  to 
make  the  transition  from 
family-run  businesses  to 
enterprises  that  maximise 
the  returns  for  their  share- 
holders. 

“Colombian  companies  are 
not  like  companies  in  the 
US.  for  example,  where  the 
importance  of  corporate  gov- 
ernance is  clearly  under- 
stood.” said  a local  stock 
market  analyst. 


By  Tim  Btvtln  Stockholm 


PARIBAS 


Net  return 
on  equity  of 

12% 

on  an  annual  basis 


Average 
shareholders' 
equity  of 

EUR  8.6  bn 


Net  income  excluding  minority  interests:  Em  1,002  million 
26%  growth  in  net  income,  excluding  minority  interests 
and  discontinued  activities 

In  1998.  Paribas  achieved  growth  in  revenues  of  19%.  Net  income,  excluding  minority  Interests,  amounted  to 
EUR  l,002m  despite  the  effects  of  the  financial  crisis.  The  cost  of  risk  in  emerging  countries  resulted  in  a charge 
of  EUR  387m.  Total  provisions  stand  at  EUR  706m,  representing  an  overall  provisioning  rate  of  27%  of  outstandings 
in  5 sensitive  Asian  countries,  of  100%  of  Russian  outstandings  and  a general  provision  of  EUR  195m  for  the 
other  countries. 

These  figures  do  not  include  the  provision  for  restructuring  costs  to  be  retained  should  plans  to  join  forces  with 
Societe  Generate  proceed  (EUR  400m.  net  of  tax).  Paribas'  net  income,  excluding  minority  interests,  of  EUR  1,002m 
will  be  corrected  automatically  if  Societe  Genera le's  public  share  exchange  offer  in  France  is  a success.* 

[This  document  is  for  information  only;  it  should  not  be  construed  as  an  offer  of  securities  for  sale  in  the  United  Stares  of  America, 
Canada,  Australia,  or  Japan,  nor  an  extension  of  a tender  offer  in  such  countries.  The  shares  of  Societe  Generate  to  be  issued  pursuant 
to  the  Offer  have  not  been  registered  under  the  U.S.  Securities  Act  of  1933,  as  amended  (the  “ Securities  Act')  and.  consequently,  may  not 
be  offered  or  sold  in  the  United  States  of  America  in  the  absence  of  registration  or  an  applicable  exemption  from  registration  under  the 
Securities  Act. I 


Revenues,  pretax  income  and  ROE  per  core  business 


In  millions  of  euros 


Specialised 

financial 

services 


Asset 

TTinmifiement 
and  Banking 
services 


Corporate  and 
investment 
ban  kin  a 


Proprietary 

investments 


Real  est  a re 


Revenues  O') 
97/93 


372  5,666 

7 5%  + 1 9% 


Tier  1 Capital 
Adequacy  Ratio 

9.20/0 


Earnings 
per  share 

EUR  6.5 


Pretax  income  excluding 
good  will  nmorri za  ti o n 
97/98 


165  1,531 

ns  +31  °o 


A net 

dividend  of 

EUR  2.5 

per  share 

equal  to  growth 
of  17.1%*, 

will  be  recommended 
at  the 

Annua!  General 
Shareholders’  meeting 
to  be  held  on 
April  1st.  1999 


Pretax  ROE  2 

: !•  ir.eiufirns  revenues  on  tiilocarcd  vueitv. 


19%  growth  in  revenues  and  31%  in  pretax  income  for  the  6 core  business  lines 

Specialized  financial  services.  With  pretax  income  of  EUR  421  ra  {+  8%),  this  core  business  shows  a pretax 
return  on  equity  (ROE)  of  26%.  The  different  business  units  continued  their  international  extension  and  a large 
number  of  partnerships  were  signed.  Loan  production  generated  outside  France  now  accounts  for  27%  of  the  total. 

Asset  management  and  Banking  services.  Pretax  income  enjoyed  strong  growth,  reaching  EUR  181m  (+  50%), 
equal  to  pretax  ROE  of  27%.  Assets  under  management  also  grew  significantly  (+  19%)  from  the  combined  effect 
of  sustained  inflows  (+12%)  and  good  market  performance  (+  7%).  Cardif,  Cortal  and  Institutional  and  Private  Asset 
Management  all  enjoyed  excellent  years.  The  Securities  Services  business  also  reported  extremely  strong  growth. 

Corporate  and  investment  banking.  Revenues  (excluding  the  cost  of  risk  on  emerging  countries)  increased  by 
11%,  despite  the  effects  of  the  crisis  in  the  financial  markets,  reaching  EUR  1,982m  due  in  particular  to  strong  growth 
in  customer  revenues  (+  12%).  Increased  expenses  (+  21%)  were  linked  to  continued  staff  expansion  (430  new 
employeesj  and  investments  required  to  adapt  the  Batik's  computer  systems  to  the  euro  and  the  year  2000. 
Revenues  from  capital  market  activities  grew  by  14%.  The  negative  impact  of  EUR  387m,  due  to  the  financial 
crisis  in  the  emerging  countries,  is  entirely  carried  by  this  core  business  line. 

Proprietary  investments.  Pretax  income  for  Proprietary  investments  increased  by  25%  principally  through 
the  growth  in  realized  capital  gains  (EUR  597m,  + 40%).  Unrealized  capital  gains  increased  by  34%  to  reach 
EUR  3.  Im  for  a total  estimated  portfolio  value  of  EUR  6.5bn  (+  8%).  This  performance  testifies  to  the  recurrent  nature 
of  the  income  generated  by  Paribas  Principal  Investments. 

Real  estate.  Pretax  income  amounts  to  EUR  63m  (+  153%l.  equal  to  a pretax  ROE  of  9%. 

Other  activities.  Pretax  income  stands  at  EUR  165m,  chiefly  derived  from  capital  gains  generated  in  the  financial 
portfolio. 
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Nokia,  one  of  tbe  world's 
largest  mobile  telecommuni- 
cations groups,  is  planning 
to  increase  its  workforce  by 
up  to  25  per  cent  this  year  as 
part  of  an  aggressive  recruit- 
ment drive  in  the  software 
industry. 

The  strategy  is  expected  to 
involve  a rapid  expansion  of 
research  and  development 
into  internet  services  and 
wireless  imaging  by  the 
Finnish  company,  which 
competes  head-on  with  Moto^ 
rola  of  the  US  and  Sweden's 
Ericsson  for  leadership  of 
the  mobile  handsets  and 
systems  sector. 

Senior  executives  believe 
tbe  group  should  focus  more 
on  “acquiring  human  capi- 
tal”. rather  than  pursuing 
large  takeovers  in  telecoms 
and  data  comm  uni  cations. 

The  latest  recruitment 
drive  follows  a rapid  expan- 
sion of  Nokia’s  workforce  in 
recent  years.  Of  the  group’s 
45,000  employees.  26,000  have 
joined  the  company  in  the 
past  three  years. 

“Nokia  is  increasingly 
becoming  a software  com- 
pany and  that  requires 
expertise,  not  just  bolt-on 
deals."  said  one  board  direc- 
tor. 

As  part  of  the  expansion. 
Nokia  has  increased  its  R&D 
staffing  to  13.000.  Of  that 
total.  60  per  cent  are  now 
software  engineers. 

Tbe  company,  which  last 
year  reported  a 74  per  cent 
increase  in  profits  to 
FM14.6bn  (€2.5bn.  $2.7bn>, 
said  the  strategy  would  also 
involve  further  out-sourcing 
of  assembly  and  component 
supply  operations. 


“This  company  has  been 
at  tbe  forefront  of  sourcing 
non-core  activities  else- 
where.” said  one  executive. 
“We  manufactured  our  last 
printed  circuit  board  in 
1992.” 

The  move  follows  signs  of 
slowing  growth  in  tradi- 
tional mobile  telephone 
usage  and  intense  price  com- 
petition in  tbe  sector. 

Nokia  is  predicting  that 
data  traffic  on  mobile 
systems  - internet,  elec- 
tronic mail  and  fax  activity 
- will  increase  by  40-50  per 
cent  this  year,  while  growth 
in  voice  traffic  is  likely  to 
remain  flat 

Among  young  mobile 
phone  nsers  In  Finland, 
which  has  the  world's  high- 
est penetration  of  mobile 
communications,  six  out  of 
10  connections  were  by  elec- 
tronic messaging. 

Since  the  start  of  this  year, 
mobile  telecoms  penetration 
in  Finland  has  overtaken 
fixed  lines  for  the  first  time, 
reaching  56  per  cent. 

Globally.  Nokia  is  forecast- 
ing sales  and  profit  growth 
of  25-35  per  cent  this  year. 

If  achieved,  that  would  lift 
its  1999  profits  from 
FM18J25bn  to  FM19.7bn.  on 
sales  up  from  FM79.2bn  to 
more  than  FMiOObn. 

Given  the  growth  targets, 
industry'  analysts  bad  been 
expecting  Nokia  to  pursue  a 
large  takeover.  Such  specu- 
lation was  fuelled  by  tbe 
company's  recent  proposal 
to  consolidate  Us  separately- 
traded  A and  K.  shares. 

Senior  officials,  however, 
said  the  group  was  more 
likely  to  seek  small  acquisi- 
tions while  concentrating  on 
rapid  organic  growth. 


Lycos  chief  on 
the  defensive 
over  merger 


By  Roger  Tayfor 
In  San  Francisco 


Robert  Davis,  chief  executive 
of  Lycos,  is  fighting  hard  to 
defend  the  planned  merger 
of  his  high-flying  internet 
company  with  the  less  glam- 
orous Home  Shopping  Net- 
work. the  television  shop- 
ping channel. 

In  a series  of  presentations 
last  week,  the  first  by  Lycos 
since  the  announcement  of 
the  deal  prompted  a 20  per 
cent  fall  in  its  share  price. 
Mr  Davis  argued  that  he  was 
creating  the  first  “next  gen- 
eration internet  company". 

However,  as  he  defends 
the  deal,  he  sometimes  gives 
the  Impression  of  having  lost 
faith  in  the  strengths  of  his 
own  company. 

At  one  point  in  a presenta- 
tion on  Friday,  as  he 
enthused  over  the  value  of 
the  "real  assets”  that  HSN 
brought  to  the  deal,  be  had 
to  check  himself  and  sjy  this 
did  not  mean  he  put  less 
value  on  Lycos's  virtual 
Internet  assets.  But  that  was 
.undoubtedly  the  impression 
be  gave. 

Lycos  manages  a collec- 
tion of  internet  sites,  includ- 
ing Lycos.com.  Tripod.com 
and  HotboLcom.  which  give 
it  an  audience  of  about  half 
of  all  internet  users.  The 
company  is  grouped  with 
Yahoo!.  Excite  and  America 
Online  as  one  of  the  internet 
portals  - companies  that 
guide  users  around  the  inter- 
net and  offer  a wide  range  of 
services  from  search  to 
e-mail,  news  and  chat. 

Lycos  has  long  had  ambi- 
tions to  he  more  than  a por- 
tal. It  wants  to  be  an  inter- 
net retailer.  After  all.  why 
should  it  direct  its  audience 
towards  an  internet  clothes 
shop,  when  it  could  sell 
clothes  itself?  Hence  the 
merger,  which  will  create 
USA  Lycos  by  combining: 
Lycos  with  two  operations 
owned  by  USA  Networks: 
Home  Shopping  Network 
and  Tirketmaster  Citysearch 
Online,  the  ticket  agency. 

Mr  Davis  says  the  deal  will 
give  Lycos  access  tu  the  real 
assets  needed  to  become  a 
large  retailer  - assets  that 
none  or  its  competitors  have. 
HSN  has  the  ability  to  han- 
dle 1m  calls  and  ship  up  to 
200.IKKJ  packages  a day.  It 
has  revenues  of  Sl.5bn  and. 
unlike  Lycos,  it  is  profitable. 

Lycos’s  competitors  are 
also  wanting  to  get  involved 
in  retailing.  There  is  general 
agreement  that  e-comraerce. 
lint  online  advertising,  is  the 
richest  vein  of  revenues  on 
the  internet.  However,  none 
has  ventured  as  far  as  Lvcos 


Robert  Davis:  confident  that 
shareholders  will  approve  deal 

away  from  the  web  and  into 
the  real  world. 

For  example.  Yahoo!  will 
host  internet  retailers  on  its 
site  and  will  point  people 
towards  them  in  return  for  a 
fee.  However,  that  is  as  far 
as  it  goes.  The  retailer  han 
dies  taking  the  order  and 
shipping  goods.  Yahoo! 
remains  focused  on  the  high- 
growth  high -margin  busi- 
ness of  directing  traffic 
around  the  web. 

The  risk  is  that  Yahoo! 
customers  may  stop  using 
its  services  and  start  going 
directly  to  tbeir  favourite 
retailers.  Portals  such  as 
Yahoo!  are  trying  to  make 
their  services  as  “sticky"  as 
possible  to  prevent  custom- 
ers leaving,  for  example,  by 
getting  them  to  store  their 
credit  card  information  in 
one  place  on  the  portal  site. 
Lycos  has  taken  the  ultimate 
step  in  making  its  service 
sticky  by  becoming  tbe 
retailer. 

The  downside  to  this  is 
that  the  company  must  now 
get  involved  m the  grubby 
low- margin  business  of  han- 
dling stock  inventories  and 
shipping  products  to  custom- 
ers. This  is  not  the  sort  of 
activity  in  which  Lycos's 
shareholders  want  to  invest. 

Mr  Davis  outlined  many 
other  positive  asjiwts  to  the 
Lycos  deal  such  as  the 
opportunity  to  crass  market 
services  on  TV  and  the  inter- 
net. He  was  particularly  per- 
suasive in  pointing  out  how 
Lycos  would  bring  new  effi- 
ciencies to  HSN.  such  as 
allowing  it  tn  offload 
unwanted  stock  through 
online  auctions  and  to  take 
orders  over  the  net  rather 
than  the  phone. 

He  said  he  was  confident 
shareholders  would  approve 
the  deal.  If  so.  we  will  soon 
see  whether  Lycos  will  be 
able  to  lift  HSN  into  the  high 
growth  world  of  tbe  internet 
or  whether  HSN  will  drag 
Lycos  down. 
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Brazil  plans 
return  to 
debt  markets 


By  John  Barham  in  Sao  Paulo 

Brazil  intends  to  issue 
international  bonds  or  bor- 
row from  banks  once  faiira 
with  the  International  Mone- 
tary Fund  are  completed  and 
“things  have  improved”,  said 
the  acting  president  of  the 
country’s  central  bank. 

Demosthenes  Madureira 
Pinho  Neto  did  not  say  how 
much  the  government  hopes 
to  raise  but  private  sector 
economists  say  Brasilia  has 
$6.4  bn  in  foreign  debt  service 
payments  to  make  this  year. 

Felipe  Garda,  of  New  York 
consultancy  IDEA,  said  the 
markets  expect  an 
announcement  “maybe  as 
soon  as  this  week  after  the 
IMF  programme  as  part  of 
confidence-building  mea- 
sures and  to  set  a market 
benchmark" 

The  central  bank  still  has 
reserves  of  just  under  $36bn 
and  should  receive  further 
disbursements  from  the  IMF 
and  international  lenders  as 
part  of  their  $4L5bn  rescue 
package. 

However,  the  government 
is  still  expected  to  issue 
about  $4bn  to  $5bn  in  debt 
this  year  to  avoid  running 
down  its  reserves  and  to 
establish  a reference  point 
for  private  sector  borrowers. 

Brazil  has  been  absent 
from  the  International  debt 
markets  for  almost  a year, 
although  other  Latin  Ameri- 
can countries  have  been 
active  recently.  On  February 
18,  Argentina  raise  $lbn  in 
20-year  bonds  at  a yield 
spread  of  678  basis  points 
over  comparable  US  Trea- 
sury bonds. 

Mr  Garcia  says  Brazil 
would  probably  have  to  pay 
a spread  of  about  1,300  basis 
points  to  place  bonds  at  the 
moment  Arguably,  this  cost 
would  fall  if  international 


sentiment  towards  Brazil 
began  recovering  with  the 
passage  of  final  austerity 
measures  in  Congress,  a sat- 
isfactory new  agreement 
with  the  IMF  and  a positive 
reception  in  the  markets  for 
Arminio  Fraga  Neto  as  the 
new  central  bank  president. 

International  banks  have 
been  clamouring  for  the  Bra- 
zilian treasury  to  issue  new 
debt  to  set  a benchmark  For 
private  sector  borrowers 
ever  since  the  Russian 
default  last  August 

Companies  and  banks 
account  for  about  two-thirds 
of  the  country's  $228bn  in 
gross  external  debt.  This 
year  alone  they  have 
$13.81bn  in  principal  and 
interest  payments  on 
medium  and  long-term  debt 
falling  due.  They  must  also 
repay  a further  $l6bn  in 
short-term  loans. 

Foreign  banks  are  not 
renewing  these  loans  as  they 
mature  because  the  risk  of 
lending  to  Brazil  bas 
increased  substantially  after 
the  Real’s  40  per  cent  devalu- 
ation in  January. 

A new  sovereign  loan 
would  provide  a reference 
point  for  banks,  which 
would  help  them  resume 
lending  to  private  sector  bor- 
rowers. However,  analysts 
say  even  with  a sovereign 
benchmark  in  place  and 
assuming  a willingness  by 
international  banks  to  lend, 
the  high  cost  of  funds  would 
discourage  all  but  a few  bor- 
rowers. 

Brazilian  bankers  report 
that  their  corporate  clients 
are  avoiding  dollar  debt, 
fearing  this  would  establish 
an  unjustifiably  high  bench- 
mark that  would  make  it 
harder  for  them  to  access 
international  markets  later 
when  conditions  were  more 
favourable. 


Listing 
on  Easdaq 
for  Israeli 


group 

By  Vincent  Botand 


Israel's  largest  cinema  group 

plans  to  list  its  shares  this 
month  on  Easdaq.  the  pan- 
European  stock  market  for 
growth  companies,  and  is  to 
raise  new  capital  to  finance 
expansion  in  central  Europe. 

IT  International  Theatres 
will  be  the  first  Israeli  com- 
pany to  list  on  Easdaq.  and 
its  decision  to  choose  a Euro 
pean  listing  - Nasdaq  has 
been  the  favoured  exchange 
for  Israeli  companies  - fol- 
lows a sustained  marketing 
drive  in  Israel  by  the  Brus- 
sels-based exchange. 

Supercam.  an  Israeli  high 
technology  group,  is  also 
planning  to  list  on  Easdaq 
by  the  end  of  April,  and  the 
exchange  has  just  admitted 
its  first  two  Israeli  members. 
Koor  Futures  and  Solid  Capi- 
tal. which  will  act  as  market- 
makers  for  Israeli  stocks. 

Nomura  is  global  coordin- 
ator for  the  initial  public 
offering  of  mT,  which  is  due 
to  be  completed  by  the  end 
of  March  depending  on  mar- 
ket conditions. 

I TIT,  a family  controlled 
company  set  up  in  1929. 
operates  92  screens  in  21  cin- 
emas throughout  Israel  and 
claims  a 45  per  cent  share  of 
box  office  receipts. 

The  company  began  open- 
ing multiplex  cinemas  in 
Budapest  in  1997  and  now 
has  25  per  cent  of  its  screens 
outside  its  home  market 

It  had  revenues  of 
Shk216m  ($53.4 m)  and  net 
income  of  Shk22m  in  1998, 
up  from  ShK180m  and 
Shkl6m  in  1997. 

Under  the  terms  of  the 
IPO.  ITIT  is  to  issue  2.5m 
new  shares,  representing 
about  25  per  cent  of  its  share 
capital 

A price  range  is  due  to  be 
set  in  early  March,  ahead  of 
a series  of  presentations  to 
investors  In  Europe,  the  US 
and  Israel 


1 CROSS-BORDER  M&A  DEALS  1 

BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

Endesa  (Spain} 

Enersis  (Chile) 

Power 

S1.45bn 

Narrow  failure 

Deutsche  Tetokom .. . . 
(Germany)  - 

max.njobil  (Austria).  _ 

: t 

Telecoms 

est  SI  bn 

Majority  move 

Swiss  Life  (Swilz) 

Lloyds  Continental 
(France) 

Insurance 

S5*3ni 

long-term  buy 

Securitas  (Sweden) ' 

Pinkerton  (US) 

Security 

S3 60m 

Sector  milestone 

Tyco  International 
(Bermuda) 

Units  of  Glynwed  (UK] 

Engineering 

S232m 

Restructure  sale 

Canandaigua  (US) 

Units  of  Diageo  (UK) 

Drinks 

Si  86m 

Whiskies  galore 

Donisco  (Denmark) 

Skflaw  (UK) 

Packaging 

Si  70m 

Recommended 

Robert  Bosch  (Germany) 

Zexei  (Japan) 

Car  components 

5168m 

Taking  control 

WHIlame  (UK) 

FBD  Guartfforce  (HK) 

Security 

Si  20m 

Critical  mass 

Skancfw  (Sweden) 
Storebrand 


Merger 


Insurance 


n/a 


Non-life  reshuffle 


Frankfurt  and  London  put  on  a brave  face 

Creating  a pan-European  stock  exchange  is  showing  progress,  of  sorts,  writes  Vincent  Boland 


A delegation  from  the  City 
of  London,  including 
people  from  leading 
banks  and  fund  management 
groups,  recently  visited 
Frankfurt  to  check  on  prog- 
ress in  creating  a new  stock 
market  to  trade  the  shares  of 
Europe's  top  300  companies. 

One  topic  addressed  was 
how  the  UK  and  Germany 
would  harmonise  the  rules 
that  govern  how  shares  are 
listed  and  traded  on  their 
respective  stock  exchanges. 

This  is  a key  issue  in 
attempts  by  London  and 
Frankfurt  to  make  their 
plans  for  a pan-European 
stock  market  a reality. 

One  of  the  delegation 
returned  to  his  desk  con- 
vinced the  task  facing  the 
two  exchanges  was  "horren- 
dous ”,  so  different  are  their 
stock  market  cultures. 

The  issue  is  unavoidable, 
however,  and  in  the  next  few 
days  London  and  Frankfurt 
are  expected  to  cast  some 
light  on  how  they  will  do  so. 

While  a significant  break- 
through is  not  immediately 
expected,  the  feet  that  the 
exchanges'  alliance  is  ready 
to  go  public  on  the  issue  rep- 
resents progress  of  a sort. 

It  will  for  a little  while, 
turn  the  spotlight  away  from 
disagreements  between  them 
over  two  other  crucial  issues 
holding  up  their  grand 
design  for  a European  super- 
exchange. Neither  side 
denies  that  they  are  at  log- 
gerheads over  how  owner- 


ship of  the  proposed  market 
will  be  structured,  and  over 
what  family  of  equity  indices 
it  should  adopt. 

Given  the  feet  that  Frank- 

fort  is  competing  with  Lon- 
don on  so  many  fronts  to 
become  the  financial  capital 
of  the  euro-zone,  it  is 
remarkable  that  the  two  are 
co-operating  at  all  on  a sin- 
gle European  stock  market, 
likely  to  be  one  of  the  guar- 
antors of  the  long-term  suc- 
cess of  the  euro. 

Nevertheless,  because 
financial  markets  move  at 
such  speed,  the  lack  of  head- 
line making  progress  by  Lon- 
don and  Frankfurt  and  the 
mutability  of  their  deadlines, 
not  to  mention  the  secrecy 
surrounding  the  venture, 
have  led  some  observers  to 
wonder  privately  whether 
the  project  might  not  be 
overtaken  by  a competing 
vision  of  where  Europe's 
stock  exchanges  should  be 
headed  after  the  euro. 

It  is.  as  one  banker  noted 
last  week,  nine  months  since 
the  project  was  unveiled, 
and  there  is  still  no  sign  of  a 
baby.  “When  are  we  going  to 
see  some  of  the  fruits  of  this 
alliance?"  he  asked. 

In  particular,  the  big 
investment  hanks  and  fund 
managers,  who  welcomed 
the  project  initially  - indeed, 
might  be  said  to  have 
brought  it  about  through 
their  membership  of  both 
exchanges  - could  soon 
begin  agitating  for  a firmer 
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time-table  so  they  can  esti- 
mate and  plan  the  costs  and 
benefits  Involved  in  chang- 
ing their  internal  systems  to 
use  it. 

Gavin  Casey,  chief  execu- 
tive of  the  London  Stock 
Exchange,  declined  to  com- 
ment specifically  on  the 
progress  the  alliance  with 
Frankfurt  has  made. 

It  is  clear,  however,  that 
the  issues  of  ownership 
and  Indices  will  require 
much  more  detailed  discus- 
sion so  they  can  be  resolved 
by  the  second  half  of  the 
year,  when  the  second,  “mar- 
ket convergence"  phase  of 
the  project  is  due  to  fall  into 
place. 

Both  the  London  and 
Frankfurt  stock  exchanges 
are  currently  member- 
owned,  although  the  German 


market's  ownership  is  domi- 
nated by  its  big  banks. 

Deutsche  Bank,  Dresdner 
Rank  and  Commerzbank  are 
understood  to  share  a 25  per 
cent  stake  in  Deutsche 
BOrse.  the  operating  com- 
pany for  Frankfurt's  stock 
and  futures  markets. 

Each  is  now  tussling  for  a 
dominant  share  of  the  new 
project,  based  either  on  mar- 
ket capitalisation,  which 
would  make  London  domi- 
nant. or  on  daily  trading 
turnover,  which  would  be 
more  equal 

“Ownership  will  be  deter- 
mined on  the  basis  of  the 
value  each  exchange  brings 
to  the  new  market,"  said  Mr 
Casey.  That,  in  essence,  is 
what  they  want  to  resolve. 

The  index  question  is 
equally  complex  - the  two 
exchanges  have  relation- 


ships with  different  provid- 
ers that  they  seem  reluctant 
to  give  up.  The  LSE  (with 
the  Financial  Times)  owns 

FTSE  International,  owner 

of  the  FTSE  Eurotop  indices. 
Frankfurt  has  a joint  ven- 
ture with  Dow  Jones  and  the 
Paris  Bourse  for  the  DJ 
Stoxx  set  of  pan-European 
indices. 

Fund  managers  say  the 
index  question  is  crucial 
because  the  nature  of  Its 
constituents  will  determine 
where  investment  will  Dow 
in  the  future.  One  option 
understood  to  be  under  con- 
sideration is  for  the  issue  to 
be  decided  by  the  two 
exchanges  separately  from 
the  super-exchange  project, 
in  consultation  with  the 
leading  index  providers. 

Progress  on  the  alliance  is 
also  being  closely  watched 
by  the  six  European 
exchanges  - Amsterdam, 
Brussels.  Madrid,  Milan. 
Paris  and  Zurich  - granted 
observer  status  in  the  proj- 
ect. Mr  Casey  would  not 
comment  on  claims  that  the 
six  had  been  assured  of  full 
participation,  but  only  if 
they  accepted  the  ownership 
structure  agreed  by  London 
and  Frankfurt. 

“That  is  the  type  of  condi- 
tion one  accepts  at  the  end 
of  negotiations,  not  at  the 
beginning."  said  one  scepti- 
cal observer.  The  talking,  it 
would  appear,  has  only  just 
begun. 


Alliances  surge  as  fund 
managers  seek  clients 


By  Jane  Martinson, 
Investment  Correspondent 


A record  number  of  fund 
managers  launched  cross- 
border  joint  ventures  last 
year  despite  evidence  that 
more  than  half  foil  within 
three  years,  according  to  a 
report  to  be  published  today. 

Research  by  Cerulli  Asso- 
ciates, the  Boston-based  con- 
sultants. found  that  the 
number  of  cross-border  joint 
ventures  between  fund  man- 
agers has  exploded  as  com- 
panies seek  to  gain  access  to 
overseas  clients.  Almost 
three-quarters  of  more  than 
150  joint  ventures  formed 
since  1979  were  launched  in 
the  past  three  years. 

A record  29  cross-border 
joint  ventures  were 
launched  last  year.  This 
rapid  growth  was  largely 
fuelled  by  US  and  UK  fund 
managers  wanting  to  link  up 
with  Japanese  companies  as 


that  market  liberalises. 
About  a third  of  the  partner- 
ships formed  last  year 
involved  a Japanese  distribu- 
tion partner. 

Such  joint  ventures  typi- 
cally involve  a US  or  UK 
asset  manager  gaining 
access  to  a domestic  distri- 
bution network  via  a hank 
or  large  savings  group. 
Arguments  over  the  per- 
ceived failure  of  the  local 
partner  to  market  the  new 
products  was  one  of  the 
main  causes  of  failures 
within  three  years. 

Ben  Phillips  at  Cerulli  said 
most  ventures  failed  because 
both  sides  had  different 
expectations  of  what  could 
be  achieved.  Other  reasons 
were  companies  being  taken 
over  or  disputes  about  reve- 
nue sbaring. 

The  report  found  that  only 
one  joint  venture  - Wells 
Fargo  Nikko  Investment 
Advisors  - ended  with  a sale 


to  a third  party  that  made  a 
profit  for  both  sides. 

The  push  into  overseas 
markets  has  also  spurred 
cross-border  acquisitions  of 
fund  management  com- 
panies by  other  financial  ser- 
vices groups,  such  as  Merrill 
Lynch,  the  US  Investment 
bank,  buying  Mercury  Asset 
Management,  the  UK's  larg- 
est pension  fund  manager. 

The  wide-ranging  report 
also  concluded  that  invest- 
ment in  the  developed  world 
outside  the  US  will  grow  fas- 
ter than  the  US  market  over 
the  next  four  years. 

Growth  will  be  particu- 
larly strong  in  the  mutual 
fund  marketplace  as  individ- 
ual investors  in  continental 
Europe  save  more  for  their 
retirement. 

Global  Asset  Gathering  Strat- 
egies. Vol  I.  Cross- 
Border  Business  Develop- 
ment Cost  $8,000.  Tel:  001 
617  437  0084 


Henderson  buys 
US  portfolio 


By  Nonna  Cohen 
Property  Correspondent 


Henderson  Investors,  the 
UK-based  fund  management 
company,  said  It  has  agreed 
to  buy  the  real  estate  portfo- 
lio of  Phoenix  Home  Life,  the 
mutual  life  insurer  based  in 
Hartford.  Connecticut,  in  a 
move  that  gives  it  a signifi- 
cant presence  in  the  the  US 
direct  real  estate  market. 

The  acquisition  of  Phoenix 
Realty  Advisors  will  more 
than  double  Henderson's 
real  estate  assets  under  man- 
agement to  £?.2bn  fSll.obn) 
and  creates  one  of  the  few 
UK  property  investors  with 
an  international  presence. 

“We  think  the  US  is  an 
important  real  estate  market 
in  a global  sense.”  said  John 
Partridge,  head  of  property 
at  Henderson  Investors. 

“It  fills  a big  hole  for  us  in 
our  global  real  estate  port- 
folio,” he  added. 


Phoenix  Home  Life  said  it 
made  the  sale  as  a strategic 
decision  no  longer  to  invest 
in  direct  property  assets,  in 
line  with  other  US  insurance 
companies.  In  recent  years, 
several  leading  Insurers 
have  sold  their  direct  real 
estate  holdings  to  diversify 
into  more  liquid  real  estate 
company  shares. 

Mr  Partridge  said  Hender- 
son is  increasingly  adopting 
a US-style  approach  to  prop- 
erty investment,  with  only 
core  investments  in  a home 
market  exclusively  in  direct 
holdings.  Secondary  hold- 
ings are  in  real  estate  securi- 
ties, largely  outside  the 
domestic  market,  while  ter- 
tiary holdings  are  in  venture 
capital-type  investments  in 
overseas  markets. 

“What  we  are  doing  is 
creating  a number  of  target 
markets."  Mr  Partridge  said. 

Terms  of  the  sale  were  not 
disclosed. 
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Thr  shorts  w Synsar  Pk  tirr  lua  hrme  rr^uuird andrr  rfir  VS Srcuram  Art  id /«.*.*.  as  ummJrtl > the  Semnnrs  Aas't 
and  ner  run  he  affrrrd  or  sM  m thr  United  Stairs  unless  treistmrd  vnj-r  (hr  Sammies  .ArTiV  pursuant  ui  an 
aempnan  firm  such  irgiaeattM  \'a  piMuragrr.^ shares  in  Snular  Pte  uiO  hr  madr  m thr  Unttrd  Sum 

Application  has  been  made  to  the  London  Stock  Exchange  tor  the  whole  of  the  ordinary  share  capital  of  Synsur 
Pk,  issued  and  to  be  issued,  to  be  admitted  to  the  Official  List  of  the  London  Stock  Exchange  (the  "Official  List"}. 

]t  in  expected  that  admission  to  the  Official  List  will  become  effective  and  that  unconditional  dealings  will 
commence  at  9.00  a.m.  on  5 March  1999. 


synstar 

Synstar  Pic 


[Incorporated  and  registered  in  England  and  Wales  under 
the  Companies  Act  7985  with  registered  no.  3416147 ) 

Placing  oT  87,113,785  ordinary  shares  at  a price  of  165p  per  ordinary  share 
Sponsored  by 

Morgan  Stanley  & Co.  International  Limited 

Share  capital  upon  adnussno  to  the  Official  List 
Authorised  Issued  and  fully  paid 

Number  Amount  ordinary  shares  of  Number  Amount 

216,666.666  £2,166.666.66  Ip  each  162JOO.OOO  £1.625.000 

Synstar  is  a leading  independent  provider  of  IT  services  to  a broad  range  of  customers  in  the  UK  and  most 
Western  European  countries. 

The  placing  is  underwritten  by  Morgan  Stanley  Dean  Winer.  Deutsche  Bank  and  Commerzbank.  Morgan 
Stanley  Dean  Witter  is  acting  as  global  co-ordinator  and  bookrunner  of  the  placing.  Morgan  Stanley  & Co. 
International  Limited  is  sponsor  to  die  London  Stock  Exchange  listing. 

Listing  Particulars  were  published  on  2b  February  1999  and  arc  available  for  inspection  from  the  Company 
Announcements  Office,  the  London  Slock  Exchange.  London  Slock  Exchange  Tower.  Old  Broad  Street. 
London  EC2  1HP  during  normal  business  hours  up  to  and  including  14  Match  1999  and  are  available  for 
coflecdon  from  the  offices  of  IRC  Pic  and  Synstar  Pic  referred  to  below  during  normal  business  hours  on  any 
weekday  (Saturdays  and  any  public  holidays  excepted)  up  to  and  including  14  March  1999. 

IRG  Pk  Synstar  Pic 

Registered  Office:  Cumberland  House 

23  Ironmonger  Lane  Old  Bracknell  Lane  West 

London  Bracknell 

EC2V8EY  Berkshire,  RG12  7AE 

1 March  1999 
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£250,000,000 
Subordinated  Floating  Rate 
Notes  2001 

For  ttte  three  months  from 
February26. 199910  May  28. 
1990  ihe  Notes  w*  cany  an 
interest  rate  of  5.60%  p.a_  On 
May 28, 1999  interest  of  ES9.81 
wil  bo  due  per  £5,000  Nou  and 
£698.08  in  respect  of  £50,000 
Note  tor  CtafiOfl  No.  52. 


ftinhni 
Citibank,  NA' London 


NOTICE  OF  Af1^hrnylBWT_OLBH?lACEMBSfTTRUSrff 

Carisberg  FinansA/S 

£200,000,000  7 per  cent.  Bonds  due  2013 

NOTICE  IS  HERESY  GIVEN  that  pursuant  to  clause  2.1  of  a 
SupptemcmalTrug  Deed  made  on  9th  September  1998  (the  Supplemental 
That  Deed)  Carisberg  Hruns  A/S  (the  tower}  of  £200,000400  7 per  cant 
Bands  due  2013  (the  Nates]  constituted  by  the  trust  deed  dated  26th 
February  1998  (the  Trust  Deed)  has  appointed  Citicorp  Trustee  Company 
Limited  (the  Replacement  Trustee)  to  act  u Trustee  of  the  Trust  Deed  in 
plan  of  jP  Morgan  Trustee  Ltd.  (the  Exbx/ng  Trustee] 

Pursuant  to  Clause  2.1  of  the  Supplemental  Trust  Deed,  the  Existing 
"trustee  leu  duty  given  notice  of  its  wish  to  retire  in  accordance  with  Clause 
28  of  the  Trust  Deed  and  was  discharged  as  Trustee  by  the  issuer,  m exorcise 
of  the  power  given  to  it  in  Clause  27 of  the  Trust  Deed. 

This  Nodce  Is  given  pursuant  m Clause  27  of  the  Trust  Deed  of  the 
appointment  of  the  Replacement  Trustee  as  Trustee  wider  die Trust  Deed. 


fewer.  CARLSBERG  H NANS  A/S 

Citibank,  NA. 

Principal  Paying  Agert 


Dated  1st  March,  1999 

CmBAIKO' 
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COMPANIES  & FINANCE 

GOVERNMENT  BONDS  THE  BOND  MARKET  APPEARS  TO  HAVE  BEEN  LENDING  A HAND  TO  FEDERAL  RESERVE  CHAIRMAN  ALAN  GREENSPAN 

Treasuries  respond  to  hints  on  tightening 


By  Horten  Gimbel 


Over  the  past  six  months, 
Alan  Greenspan,  chairman 
of  the  US  Federal  Reserve, 
has  been  trying  to  rein  in 
the  booming  US  economy, 
largely  by  talking  down  the 
equity  market.  But  his 
words  seem  to  have  fallen  on 
deaf  ears,  as  stocks  have 
continued  to  soar  and  as 
consumer  spending  - the 
engine  of  recent  US  growth 
- has  climbed  to  unprece- 
dented heights. 

Now  Mr  Greenspan 
appears  to  be  encouraging 
the  US  government  bond 
market  to  do  the  job  of  mon- 
etary  tightening  for  him.  US 
Treasury  yields  rose  sbarply 
last  week  in  response  to  Mr 
Greenspan's  Humphrey- 
Hawkins  testimony,  in 
which  he  hinted  at  a possi- 
ble reversal  of  last  year's 
interest  rate  cuts. 

The  sharp  sell-off  in  Trea- 
suries has  led  some  observ- 
ers to  believe  that  this 
marked  the  end  of  the  cur- 
rent low-yield  environment 
Yet  these  worries  could 
prove  to  be  over-done.  To  be 
sure.  US  long  bond  yields 
have  followed  a downward 
trend  over  the  past  20  years, 
with  every  trough  less  deep 
and  every  peak  less  high 
than  previous  ones. 


According  to  Michael 
Rosenberg,  at  Merrill  Lynch 
in  New  York,  there  bave 
been  two  important  factors 
at  work:  “Inflation  has  been 
trending  down  over  the  past 
20  years,  and  there  has  been 
a huge  improvement  in  the 
[US]  government's  fiscal 
position  since  the  early 
1990s,  following  30  years  of 
budget  deficits."  be  said. 

Others  see  that  as  part  of  a 
global  trend.  "Dealing  in 
government  bonds  used  to 
be  fun  because  you  knew 
governments  would  eventu- 
ally screw  up.  But  Increas- 
ingly. governments  around 
the  world  have  realised  they 
are  the  losing  party,  thus 
committing  themselves  to 
sound  monetary  and  fiscal 
policies,"  said  Jan  Loeys. 
managing  director  at 
J.P.  Morgan  in  London. 

He  thought  a "stability 
culture"  had  evolved,  in 
which  central  bankers  were 
given  the  tools  and  the  polit- 
ical support  to  achieve  their 
goal  - keeping  inflation  at 
close  to  2 per  cent. 

More  recently,  the  US 
band  market  has  benefited 
from  a host  of  internal  as 
well  as  external  factors.  Last 
year's  emerging  markets  cri- 
ses, for  example,  were  a 
blessing  in  disguise  for  the 
US,  as  the  economy  bene- 
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fited  from  cheaper  imports 
and  lower  commodity  prices. 
Domestically,  structural  fac- 
tors have  improved. 

"Both  labour  and  capital 
productivity  bad  signifi- 
cantly improved  at  the  end 
of  last  year:  the  natural  rate 
of  unemployment  may  be 
lower  than  previously 
assumed;  and  the  nominal 
wage  inflation  bas  not  gone 
beyond  the  productivity 
level.”  said  Giles  Keating,  at 
Credit  Suisse  First  Boston  in 
London.  He  emphasised  that 


1999  . ftb 


bond  prices  were  also  bene- 
fiting from  a “supply 
squeeze",  with  the  govern- 
ment's budget  surplus  sub- 
stantially reducing  the  pub- 
lic refinancing  requirement 
Yet  analysts  agreed  that 
last  year's  benign  external 
forces  appeared  to  have  sub- 
sided. “Emerging  markets  in 
Asia  seem  to  be  in  recovery 
mood  and  world  commodity 
prices  appear  to  have  bot- 
tomed out."  said  Mr  Keating. 
But  he  deemed  the  global 
upswing  "sufficiently  soft". 


“The  external  factors  have 
moved  from  highly  favoura- 
ble to  neutral.”  he  said. 

The  rise  in  Japanese  gov- 
ernment bond  yields  has 
been  another  source  of  con- 
cern, as  fears  of  a repatria- 
tion of  Japanese  funds  from 
the  US  heightened. 

Many  analysts  have 
remained  rather  sanguine, 
as  they  expect  Japanese 
Investors  to  return  at  the 
beginning  of  the  next  fiscal 
year  in  April,  but  these  ana- 
lysts also  conceded  that  it 
was  not  yet  clear  bow  the 
Japanese  government  would 
finance  its  growing  budget 
deficit.  Hence  supply  con- 
cerns and  higber  JGB  yields 
may  continue  to  haunt  bath 
the  Japanese  and  the  US 
bond  market. 

None  the  less,  most  mar- 
ket observers  shared  the 
view  that  US  Treasury  yields 
would  not  break  out  of  their 
historical  downward  trend. 

“The  recent  sell-off  is 
nothing  more  than  the  mar- 
kefs  anticipation  of  mone- 
tary tightening."  said  Mr 
Rosenberg.  He  added  that 
the  Fed  funds  future  con- 
tract now  implied  a 20  basis 
point  Interest  rate  rise.  Until 
then,  he  expected  the  US 
long  bond  yield  to  go  as  high 
as  5.75  per  cent. 

Negative  expectations  of 


short-term  interest  rates 
may  thvjs  continue  to  weigh 
on  the  bond  market,  but  the 
other  essential  determinants 
of  the  US  yield  curve  appear 
to  be  well  in  place. 

"Inflation  as  well  as  [bond] 
supply  still  look  highly 
favourable."  said  William 
Dudley,  chief  US  economist 
at  Goldman  Sachs  in  New 
York.  He  emphasised  the 
market's  immense  confi- 
dence in  the  Federal  Reserve 
being  yet  another  reason 
behind,  the  low  inflation,  low 
yield  environment. 

“For  the  time  being,  the 
bond  market  appears  to  lend 
Greenspan  a helping  hand  hi 
tightening  monetary  policy. 
Higber  yields  take  the  gloss  , 
off  the  stock  market,  push 
up  mortgage  rates,  make  cor- 
porate issuance  mare  costly, 
and  strengthen  the  dollar. 
All  of  which  delivers  the  | 
necessary  dampening 
effect."  said  Mr  Keating. 

However,  most  analysts 
expected  Mr  Greenspan  to 
resort  to  an  outright  rise  in 
interest  rates  later  in  the 
year,  particularly  if  US  retail 
sales  remain  strong.  Friday's 
revised  fourth-quarter  gross 
domestic  product  figure 
showed  a stunning  6.1  per 
cent  growth.  With  statistics 
like  that,  interest  rates  can 
only  go  one  way. 


NEWS  DIGEST  . 

ELECTRICAL  EQUIPMENT 

New  Schneider  chairman 
announces  cuts  of  FFr2bn < 

Henri  Lachmann  marked  his  first  public  appearance  as 
chairman  of  Schneider,  the  French  electrical  equipment 
maker,  by  announcing  a FFr2bn  (€305 m,  $3 35m}  cost-cut-' - 
ting  programme  aimed  at  lifting  Its  operating  margin  by  2 ... 
percentage  points  within  three  years.  The  move  came  as 
the  company  announced  a 22  per  cent  advance  in  annual - 
profits  while  sounding  a cautionary  note  on  the  outlook  fori 

1999  " 

Net  income  for  1998  climbed  to  FFi2.68bn  on  sales  of  ^ 
FFr50bn,  against  FFr2.2bn  on  sales  of  FFr47.4bn  the  previ- 
ous year.  Operating  income  rose  12.6  per  cent  to 
FFr5.S bn,  with  earnings  per  share  up  17.5  per  cent  at 
FFrl7.77.  A net  dividend  of  FFr7.54  a share,  up  16  per 
cent.  Is  proposed. 

Mr  Lachmann  said  planned  cost  cuts  would  concern 
"every  department  division  and  country  in  the  group"  and . 
were  aimed  at  making  the  company  more  agile  and  proac-’ 
five.  The  company  said  it  had  signed  a preliminary  agree-  ; 
ment  on  selling  Its  last  property  holdings  and  would  focus  ' 
on  electrical  activities.  To  mark  this,  it  plans  to  change  Its 1 _ 
name  to  Schneider  Electric.  David  Owen,  Paris 

casinos  . 

Genting  profit  drops  46% 

Genting,  operator  of  Malaysia's  only  casino,  reported  a 46  • 
per  cent  drop  in  net  profit  to  M$4l4.3m  (US$1 09m)  for  the  ' 
year  to  end-December.  The  group,  which  is  also  involved  ' 
in  the  hotel  and  plantations  businesses,  has  held  Its  own 
better  than  many  other  Malaysian  companies  struggling 
through  the  Asian  recession.  Its  revenues  fell  11  per  cent  u 
to  M$3.37bn.  Sheila  McNufty,  Kuala  Lumpur 


ELECTRONICS 


Societe  Generale  Group 

1998  results  : 135th  profitable  year 


{(The  1998  results*  which  were  obtained  in  a difficult  international  climate,  confirm  the 
strength  of  the  Group’s  fundamentals  and  the  dynamic  growth  trend  in  Group  profitability.  ^ 

Daniel  Bouton,  Chairman  and  CEO 


Net  income  of  EUR  1.1  billion  (FRF  7 billion),  up  15.2% 


Oki  Electric  issues  warning 

Okl  Eectric,  the  Japanese  manufacturer  of  terminals  for 
automatic  teller  machines  and  other  data  processing 
equipment,  has  warned  on  profits  for  this  year.  Oki's 
downward  revision  of  earnings  followed  close  on  the  heels 
of  recent  reports  of  huge  losses  at  other  Japanese  elec- 
tronics manufacturers,  including  NEC,  Toshiba  and  Mitsu- 
bishi Electric. 

It  expects  sales  of  Y685bn  ($5. 8 bn)  against  an  earlier 
estimate  of  Y735bn  for  the  year  to  March.  Oki  saw  its  pre- 
tax loss  before  exceptional  up  from  Y33bn  to  Y49bn. 
Alexandra  Nusbaum,  Tokyo 


SECURITIES 

Sanctuary  to  link  with  US  group 

Sanctuary  Group,  the  UK  media  concern  that  manages 
Iron  Maiden,  is  to  set  up  a joint  venture  with  Global  Enter-  - 
tainment  Capital,  the  US  investment  bank  that  specialises  - 
in  securitisation  deals  and  arranged  the  $30m  Iron  Maiden  *' 
securitisation.  The  company  will  concentrate  on  bringing 
new  securitised  assets  to  the  markeL  Sanctuary  will  own  - 
25  per  cent  of  the  venture,  GEC  50  per  cent  arid  the  rest 
will  be  held  by  outside  investors.  Khozem  Merchant 
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Dividend  payment 


The  1998  annual  results 
of  Societe  Generate 
are  available  on  the  Internet : 

http  7/www.socgen  .com 


Growth  in  activity 

Gross  operating  income  totalled  EUR  2.4  billion,  an  increase 
of  12.5%  compared  with  1997. 

Retail  Banking:  results  and  profitability  gre w strongly  (ROE 
of  15%).  In  France,  the  Soci6t6  Generale  and  Cr6dit  du 
Nord  networks  continued  implementing  their  active  policy 
of  developing  their  franchise,  with  5 million  individual 
customers.  (+3%  per  year).  Their  share  of  the  total  market 
for  deposits  is  8.6%,  a figure  which  is  rising  steadily.  The 
Group  has  a strong  presence  outside  France,  with  1.3  million 
individual  accounts  held  in  18  banks,  following  the  recent 
acqLBSitions  of  Westpac  in  New  Czdedonia  and  the  Romanian 
Development  Bank. 

Asset  Management  and  Private  Banking:  net  income 
rose  by  40%,  due  to  a strong  growth  in  activity.  Total  assets 
under  management  have  doubled  over  the  last  two  years 
(EUR  150  billion  at  year-end  1998,  of  which  EUR  26  billion 
in  private  banking),  partly  due  to  selective  acquisitions 
(Yamaichi,  Hambnos). 

Commercial  and  Investment  Banking:  within  the 
Investment  Banking  division,  the  Equity  and  Advisory 
business  line  produced  a remarkable  performance,  notably 
in  Equity  Derivatives,  where  the  Group  is  a world  leader. 
However,  fixed  income  activities  were  affected  by  the 
financial  crisis  and  Russian  risk.  The  financing  business 
recorded  a strong  performance  in  structured  finance  (project 
finance  and  leverage  finance).  In  contrast,  plain-vanilia 
commercial  banking  activities  suffered  from  the  impact  of 
provisioning  for  Asian  risk.  The  process  of  adjusting  the 
international  network  is  currently  underway  and  the  policy 
of  reducing  commitments  was  maintained. 


Reinforced  Risk  Provisioning 

Commitments  on  the  five  countries  at  risk  in  Asia  (South 
Korea,  Thailand,  the  Philippines,  Malaysia,  and  Indonesia) 
were  reduced  by  36%  and  provisions  were  reinforced.  With 
provisions  of  EUR  549  million  booked  in  1 998,  the  risk 
coverage  ratio  on  these  countries  rose  from  1 0%  to  27%. 

Commitments  on  Russian  counterparties,  which  amount  to 
USD  341  million,  were  fully  provisioned  for. 

The  provisioning  requirements  for  retail  banking  activities 
fell  by  28%,  due  to  a favourable  economic  environment  and 
tighter  risk  control. 


Growth  in  net  income,  return  on  equity  and 
net  earnings  per  share 

Group  net  income  came  out  at  EUR  1,073  million,  up  15.2% 
compared  with  1997,  after  recognising: 

- Capital  gains  made  on  the  industrial  equity  portfolio  (EUR 
666  million,  a rise  of  29%  against  1997). 

- Capital  gains  generated  by  the  disposal  of  subsidiaries 
which  did  not  fit  into  the  Group's  core  businesses  (CiB, 
Allium  and  SG2),  which  amounted  to  EUR  176  million  and 
were  used  to  reinforce  the  prudential  general  reserve,  with 
a total  additional  allocation  of  EUR  1 98  million. 

- Provisions  booked  for  restructuring  costs  relating  to  the 
international  network  and  for  the  year  2000  (EUR  93  million). 

Return  on  equity  came  out  at  11.2%,  up  from  10.6%  in 
1997.  Net  earnings  per  share  were  EUR  10.73  (FRF  70.40), 
compared  with  EUR  9.67  (FRF  63.40)  in  1997,  a rise  of  11  %. 

These  figures  do  not  take  account  of  the  provision  for 
restructuring  costs  relating  to  the  integration  of  Society 
G6n6raJe  and  Paribas,  which  will  be  booked  in  the  1998 
financial  statements  if  the  public  share  exchange  offer  made 
by  Societe  GGrterale  for  Paribas  shares  is  successful  (EUR 
398  million  after  tax).  After  recognising  this  provision.  Group 
net  income  will  come  out  at  EUR  675  million. 


Reinforced  capital  base 

Total  equity  stood  at  EUR  11.8  billion,  for  a Tier-1  ratio  of 
6.54%.  slightly  above  the  level  seen  at  December  31.1 997. 


Dividend  payment  up  17% 

The  dividend  payment  proposed  to  the  Annual  General 
Meeting  will  amount  to  EUR  3.75  per  share  (EUR  5.63  with  the 
tax  credit,  or  FRF  36.90),  up  17%  against  the  previous  year. 


This  document  is  for  information  only ; ii  does  not  constitute 
an  offer  of  shares  of  Society  Generate  for  safe  in  the  United 
States  of  America,  Canada,  Australia  or  Japan,  or  an 
extension  of  the  above-mentioned  public  exchange  offer  in 
such  countries. 

The  shares  of  Societe  Generate  to  be  issued  pursuant  to  toe 
public  exchange  offer  have  not  been  registered  under  the 
United  States  Securities  Act  of  1933,  es  amended  (the 
“Securities  Act”),  or  the  Secunties  and  Exchange  Law  of  Japan, 
as  amended  and,  consequently,  may  not  be  offered  or  sold 
in  the  United  States  of  America  or  Japan  in  the  absence  of 
such  registration  or  an  appropriate  exemption  therefrom. 


Elf  falls  in  ‘bad  year’ 

Elf  Aquitaine,  the  French  oil  company,  has  reported  a near 
37  per  cent  drop  in  annual  profits  In  a result  it  said  dem- 
onstrated its  new  capacity  to  resist  an  adverse  economic 
dimate.  After  a year  described  by  Philippe  Jaffrfc.  chair- 
man, as  “a  bad  year  for  the  oil  and  gas  industry",  the 
group  posted  consolidated  net  income  of  FFr3.54bn 
(€540m,  5593m),  down  from  FFr5.6bn  in  1997.  The  group 
posted  a net  operating  loss  of  FFr844m  from  oil  explora- 
tion and  production.  This  included  nearly  FFr4bn  of  special 
items  stemming  partly  from  the  depreciation  of  certain 
assets,  notably  in  the  Congo.  Net  operating  profit  from 
chemicals  edged  up  to  FFr2.64bn  while  profits  from  health 
rose  strongly  to  FFr2.03bn.  David  Owen 


CLEANING  SERVICES 


ISS  plunges  53% 


Denmark-based  ISS,  the  world's  largest  cleaning  services 
company,  said  on  Friday  last  year's  net  profit  had  plunged 
by  53  per  cent  to  DKr211m  ($31m).  In  1997.  one-off  items 
had  boosted  net  profit  to  DKr451  m.  Operating  profit 
showed  a 15  per  cent  advance  to  DKr735m. 

Clare  MacCarthy,  Copenhagen 


CHEMICALS 

Earnings  warning  from  DSM 

DSM,  the  Dutch  chemicals  group,  has  warned  that  tough 
conditions  in  key  emerging  markets  would  have  a “sub- 
stantiaT  impact  on  its  first-quarter  earnings.  The  company, 
presenting  its  1998  results,  said  economic  prospects  for  - 
the  current  year  were  highly  uncertain,  and  cited  expecta- ; 
tions  of  slower  economic  growth  in  Europe  and  the  US  as 
well  as  developments  in  south-east  Asia,  Japan,  Russia 
and  Latin  America. 

DSM  said  it  “expects  its  results  for  the  first  quarter  of 
1999  to  be  substantially  lower"  than  last  time,  owing  to  a 
poor  showing  by  its  polymers  and  industrial  chemicals 
division.  Last  year,  net  profits  rose  4.9  per  cent  to  FI  914m 
(€4 15m,  $4 56m)  on  sales  of  R 14bn,  an  increase  of  13  per 
cent.  Jeremy  Gray,  Amsterdam 


WATCHES 

Swatch  income  rises  8% 

Swatch,  the  world's  biggest  watch  manufacturer,  has 
shrugged  off  the  drop  in  Asian  demand  for  luxury  watches 
and  increased  its  1998  net  income  by  8 per  cent,  to 
SFr357m  ($246m>.  Net  sales  rose  7 per  cent,  to  SFr3.2bn. 
William  Hall,  Zurich 
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For  further  information,  please  consult  our  Investor  Relations  department  in  Pans  on  +■  33  1 42  14  54  78 


CONSTRUCTION 


Skanska  in  sell-off  plan 

Skanska,  Sweden's  largest  construction  company, 
announced  a strong  rise  in  operating  profits  and  said  it 
was  to  sell  its  European  building  component  operations  as 
part  of  its  strategy  to  concentrate  on  core  construction 
activities.  In  the  1 2 months  to  December,  the  company 
"JSSS operating  profit  of  SKr4.38bn  (S533m)  on  sales' 
oi  &Kf63.94bn,  up  from  SKr796m  on  sales  of  SKr49.58bn 
i^efi^rlier"  Pre~tax  Profits  fell  from  SKrIO.lIbn  to 
cwSif*!!1,  figures  including  a profit  of  about 

SKrubn  from  the  sale  of  its  stake  in  Sandvik. 

Nicholas  George,  Stockholm 
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NEW  YORK 


By  Tracy  Corrigan 

The  more  bearish  tone  of  the 
bond  and  stock  markets 
appears  set  to  continue, 
amid  fears  that  the  Federal 
Reserve  is  moving  towards  a 
tightening  of  policy. 

Analysts  expect  the  US 
long  bond  yield  to  trade  In  a 
5.5  to  6 per  cent  range, 
following  the  market’s 
recent  weakness. 

The  30-year  bond  yield 
ended  the  week  at  about  5.6 
per  cent,  despite  the 
market's  slight  recovery  on 
Friday,  compared  with  a low 
last  October  of  4.76  per  cent. 

“Long-term  Treasury 
bench  marks  are  struggling 
to  find  a new  centre  of 
gravity  in  a 5.5  to  6 per  cent 
range."  according  to 
Salomon  Smith  Barney.  “In 
part,  this  shift  reflects 
diminishing  expectations  for 
a new  round  of  global 
contagion  and  flight  from 
risk.  More  importantly,  the 
US  economy  maintains 
unexpected  momentum." 

Analysts  at  ABN  Amro 
predict  the  outlook  for 
inflatinn  win  ha  a significant 
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By  Philip  Coggan 
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factor  for  the  bond  market  in 
tbe  coming  months,  but  add 
that  a spike  is  unlikely  if 
import  prices  decline  further 
and  corporate  cost 
constraints  are  maintain^ 
Among  this  week's  data 
are  personal  incomes  on 
Monday,  which  are  expected 
to  have  risen  0.4  per  cent  in 
January. 


The  Bank  of  England's 
monetary  policy  committee 
will  hold  the  market's  fate  in 
its  hands  once  again  as  it 
decides  whether  to  alter  UK 
interest  rates. 

February's  minutes 
suggested  tbe  committee 
might  push  for  further  rate 
cuts  but  some  analysts  think 
that  with  the  Budget  close 
by  and  some  pickup  in 
recent  economic  data,  the 
MPC  will  leave  policy 
unchanged. 

Any  waverers  on  the 
committee  may  be 
influenced  by  the  first 
statistic  of  tbe  month  - the 
purchasing  managers'  index 
of  manufacturing  activity, 
which  has  shown  consistent 
weakness  for  the  past  year. 
Also  released  today  will  be 
consumer  credit  figures  for 
January,  which  HSBC 
expects  will  show  an 
increase  to  £lbn  from 
December's  £700m,  in  line 
with  the  rebound  in  retail 
sales. 

Later  in  the  week,  a 
broader  picture  of  the 
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economy  will  come  from  the 
purchasing  managers' 
services  survey  and  the 
Confederation  of  British 
Industry  distributive  trades 
survey. 

Companies  reporting 
results  this  week  include 
English  China  Clays. 
Rolls-Royce,  United  News  & 
Media  and  Norwich  Union. 


Investors  disappointed  with 
the  German  stock  market’s 
off-colour  performance  so  Car 
this  year  are  unlikely  to 
have  much  to  cheer  about 
this  week 

Apart  from  persistent 
worries  that  the  US  equity 
market  is  overvalued,  there 
is  a gathering  consensus 
that  a US  interest  rate  rise  is 
on  its  way.  German  share 
prices,  sensitive  as  ever  to 
US  developments,  are 
bracing  themselves  for  the 
inevitable  damping  effect 

By  contrast  few  analysts 
expect  the  European  Central 
Bank  to  cut  euro-zone 
interest  rates  when  its 
governing  council  meets  on 
Thursday.  Domestic  German 
factors  are  also  playing  their 
part  in  keeping  a hd  on  the 
Dax  30  index  of  blue-chip 
stocks. 

According  to  Landesbank 
Rheinland-Pfalz,  investors 

are  concerned  about  the 
negative  impact  on  1999 
company  earnings  of  the 
roughly  4 per  cent  wage 
increase  won  by  engineering 


EDITED  BY  MARTIN  BRICE 


Hays  expected  to  benefit 
from  the  personnel  touch 


bus  chassis  maker.  Merrill  per  cent  earnings  rise.  BT 
Lynch  expects  a pre-tax  Alex  Brown  expects  an  18 
result  of  £40.8m,  up  from ' per  cent  advance  in  pre-tax 
£33  Jm.  profits  to  £49 Un. 


The  spring  reporting  season 
is  in  full  swing,  and  will  pro- 
vide investors  with  informa- 
tion on  a whole  gamut  of 
sectors.  One  area  providing 
a higher-than-average  rate  of 
growth  is  support  services, 
where  Williams,  Hays  and 
Rentokil  Initial  publish 
results. 


TODAY 

• Expectations  for  final  fig- 
ures from  Bnrmah  Castro) 
have  fallen  steadily  during 
the  past  year.  Investors 
focused  Initially  on  sterling 
strength  and  economic  tur- 
moil in  east  Asia,  and  later 
on  the  impact  of  allowing  in 
western  economies.  This  has 
led  to  the  shares  underper- 
forming by  almost  25  per 
cent  in  the  past  three 
months.  Williams  de  Bro§ 
expects  the  oils  and  chemi- 
cals company  to  produce  pre- 
tax profits  of  £242.4m ' 
(S388m),  down  from  £279. 7m 
for  the  equivalent  period- 


This  is  at  the  top  end  of  the 
■ market  range,  which  is  from 
£230m-£255m.  The  broker 
also  expects  the  company  to 
release  with  the  results 
details  of  its  return  of  £250m 
to  shareholders. 

• Recent  figures  from 
Select  Appointments  showed 
continuing  strength  in  the 
personnel  consultancy 
industry  and  this  Is  likely  to 
appear  in  interim  results 
from  Hays.  There  will  be 
much  interest  in  any  com- 
ments on  prospects  and  the 
sustainability  of  its  record  of 
strong  growth  in  the  more 
difficult  economic  environ- 
ment. Williams  de  Bros 
expects  Hays  to produce 
Interim  pre-tax  figures  ahead 
26 . per  cent  at  £lllm 
(£88-3m). 

41  Specialist  engineer  May- 
flower is  likely  to  take  the 
opportunity  of  providing  the 
the  first  progress  report  on 
last  autumn's  £269m  cash 
acquisition  of  Dennis,  the 


TUESDAY 


• The  dynamics  of  the  UK 
cigarette  market  will  be  a 
focus  when  Gallaher  reports, 
and  in  particular  if  it  has 
suffered  from  a trend 
towards  cheaper  cigarettes. 
First  Call  gives  a consensus 
figure  of  £315.4m  (£337nfl- 

• Pre-tax  operating  profit 
from  Norwich  Union,  the 
insurance  group,  is  expected 
by  BT  Alex  Brown  to  be 
ahead  8 per  cent  at  £700m, 
helped  by  a 10  per  cent  rise 
in  fife  profits. 

• The  issue  for  sharehold- 
ers in  Rentokil  Initial  Is 
whether  the  company  has 
regained  its  self-imposed  tar- 
get of  20  per  cent  earnings 
growth,  which  it  narrowly 
missed  at  the  interim  stage. 
While  some  brokers  expect 
the  target  to  be  achieved  at 
the  final  stage,  Henderson 
Crosthwaite  forecasts  an  18 


WEDNESDAY 

• Deflationary  pressures  on 
suppliers  to  the  automotive 
industry  are  likely  to  have 
taken  their  toll  on  GKN, 
although  this  may  have  been 
offset  by  growth  in  its  pal- 
lets business.  A consensus  of 
forecasts  from  IBES.  the  esti- 
mates service,  suggests  the 
company  wfl]  produce  an  11 
per  cent  rise  to  £449m. 

• When  Cookson,  the  spe- 
cialist engineer,  reports  firtal 
figures,  an  Important  issue 
is  likely  to  be  whether  the 
problem  areas  of  steel  and 
electronics  are  improving. 
Merrill  Lynch  expects  a tell 
from  £179m  to  £I45m. 


THURSDAY 


• An  important  issue  for 
shareholders  in  Rolls-Royce 
will  be  whether  the  aero- 
space and  industrial  power 
group  has  achieved  its  target 


of  double-digit  earnings 
growth  in  the  face  of  the  ero- 
sion of  margin  on  new 
engines.  This  is  likely  to 
have  been  offset  by  the 
growing  number  of  installed 
engines,  which  is  providing 
a stream  of  revenues  for 
spares.  Analysts  expect  the 
company  to  produce  pre-tax 
results  of  some  £323m,  up 
from  £275m. 

• The  recent  acquisition  by 
Williams,  the  security  and 
fire  protection  group,  of 
Guardforce  of  Hong  Kong  for 
£75m  has  strengthened  Its 
presence  in  the  Asia-Pacific 
region  and  focused  attention 
on  its  services  side,  which  is 
expected  to  produce  a strong 
performance.  Analysts’  fore- 
casts are  in  a range  of 
£300m-£304m  for  the  underly- 
ing result,  which  compares 
with  the  £285m  last  year. 
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workers  in  the  IG  Metal] 
trade  union. 

However,  economists  are 
confident  that  German 
consumer  spending  will 
remain  strong  this  year  and 
exporters  will  benefit  from 
the  euro’s  weakness, 
providing  firmer  support  for 
the  Dax  as  the  year 
progresses. 


| By  Paid  Abrahams 

The  Tokyo  equity  market 
has  stood  up  surprisingly 
well  to  a rolling  barrage  of 
profits  warnings  in  the  past 
fortnight  from  same  of 
Japan’s  leading  blue-chip 
companies. 

It  also  seems  to  have  been 
able  to  absorb  large-scale 
selling  of  cross- 
shareholdings  by  industrial 
and  hanking  groups,  and 
some  extraordinary 
volatility  in  the  yen-dollar 
market  The  benchmark 
Nikkei  225  index  ended  last 
Friday  at  14,367,  up  269 
points  on  the  week. 

However,  questions 
remain  whether  the  market 
has  adequately  priced  the 
full  scale  of  the  profits 
downgrades  that  are  likely 
to  be  announced  in  the 
weeks  before  the  end  of  the 
finatyrjal  year  on  March  31. 

It  may  also  have 
underestimated  the  volume 
of  unwinding  of 
cross-shareholdings  needed 
to  cover  operating  losses.  In 
addition,  a number  of  stocks 
have  jumped  excessively  on 
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restructuring 
announcements,  which  be 
western  standards  appear 
inadequate  to  meet  their 
companies'  financial  targets. 

The  value  of  the  Japanese 
currency  will  also  be 
paramount,  given  the  yen's 
sharp  moves  in  both 
directions  against  the  US 
currency. 


Ronnie  Frost,  Hoys'  chairman:  strong  growth  fan  difficult  times 
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Tbe  shareholders  or  UPM-Kpameoe  Corpora  lion  in  hereby  summoned  to  the 
Company’s  Annul  General  Meeting  lo  he  held  on  Tbesdaj;  23rd  March  1999  u 
3.00  p.BL  at  the  Helsinki  Fair  Centre,  address:  Rantatidilumkaiu  3,  Main 
Entrance,  FIN-00520  Helsinki.  The  names  of  the  parriripanu  will  be  cheeked 
and  the  voting  dips  issued  as  from  2.00  p.m. 

The  following  nutters  will  be  dealt  with  at  the  meeting: 

I.  The  mature  in  be  dealt  vilhauhe  Animal  General  Meeting  in  aaoidaDCc 
with  Artide  1 1 of  the  Company's  Anidej  of  Asodalkm. 

1 Tbe  Board  of  Dirtctors'propoal  to  reduce  the  share  capital. 

The  contents  of  the  proposal  are  as  followc 

The  aim  of  reducing  the  share  capital  is  lo  invalidate  the  Company^  own 
shares  hdd  by  the  Company. 

The  share  capita]  of  the  Company,  F1M  2,775,060,690,  will  be  reduced  by 
FIM  127.620^20. 

The  share  capital  wfli  be  reduced  by  invalidating  the  Conaway's  own  shares 
bdd  by  the  Company  without  payment. 

The  number  of  shares  will  be  reduced  by  12,762,082. 

The  imalidalHm  will  coocern  only  (he  Company's  own  shares  bdd  by  the 
Company 

The  purchase  price  of  the  shares  will  be  deducted  from  the  distributable 
shareholders'eqnity.  The  restricted  shareholders  equity  of  the  Company  will  not 
be  reduced,  since  the  nominal  value  of  tbe  invalidated  shares  will  be  transferred 
from  the  share  capital  into  a premium  find. 

The  reduction  of  the  shun  capital  will  not  ailed  the  distribution  of  share 
ownership  and  voting  power  in  the  Company,  since  the  shares  to  be  invalidated 
are  in  tbepotsessioa  of  the  Company 

3.  The  Board  or  Directors’ proposal  to  comm  the  Company's  shares  iota  bo 
par  value  shares.  In  redenominate  the  Company's  share  capital  into  the  euro 
currency,  and  lo  nmendArlkk3  oT  tie  Articles  of  Association  u>  read  as  rollon; 

Tbe  mini nairn  share  capital  of  the  Company  shaD  be  250,000,000  euros 
audits  maiimum  share  capital  1 ,000,000,000  euros,  within  the  limits  of  which 
the  share  capital  may  be  raised  or  loncred  without  amending  these  Art  ides  of 
Association. 

Tbe  mimiimnii  number  of  tbe  Company's  shares  shall  be  150,000,000  and 
the  maximum  number  of  the  shares  600,000,000,  within  which  iimils  the  Dumber 
of  shares  may  be  increased  or  decreased  without  amending  the  share  capital  and 
the  An  ides  of  Association. 

The  Company!  shares  shall  be  induded  within  the  book-entry  system  for 
securities. 

The  right  to  receive  monies  distributed  by  the  Company  and  the  subscripts 
right  in  conjunction  with  u increase  of  the  Company's  (bare  capital  shall  be 
restricted  to: 

1)  persons  who,  at  the  record  dale,  are  entered  as  shareholder!  in  the  list 
of  registered  shareholders; 

2)  persons  whose  right  torecehe  payment  is,  at  the  record  date,  entered 
into  ihebwk-emiy  aerqtmt  given  in  the  fist  of  registered  shareholders  and  also 
entered  separately  in  the  list  of  regotered  shareholders;  or 

3)  if  the  share  is  registered  in  the  nmne  of  a noaiuee,  tbe  person  in 
whose  book-entry  account  the  dare  is  enured  at  the  record  date  and  whore 
nominee  is  entered  in  the  list  of  registered  shareholders  as  the  nomiuft  at  the 
record  date. 

4.  The  Board  of  Directors'proposaJ  ttat  the  Anmtri  General 

purchase  the  Company V own  shares  wing  distributable  funds  on  the  following 
terms: 

The  Company's  own  shares  shall  be  purehsed  for  use  as  payment  when  the 
Company  acquires  property  pertaining  to  its  harness  operations,  and  as  pay- 
ment in  any  povsbJe  corporate  tcqurttiOH  and  in  eventual  luting  oa  foreign 
Stock  Exchanges  in  the  manner  and  to  the  exact  derided  by  the  Baud  oT 
Directors. 

No  les  thin  200  shares  and  no  more  than  13,200,000  shirs  shall  be  pur- 
chased. 

The  shares  shall  be  purchased  other  than  in  proportioB  to  existing  share- 
holdings through  public  trading  on  the  Helsi ski  Slock  Firionge 

The  shares  shall  be  purehased  at  the  maiicet  price  quoted  for  them  in  public 
trading  at  the  moment  of  purchase.  The  purchase  pnen  of  the  dares  snaU  be 
paid  to  the  alien  within  the  payment  time  yrifiedintbe  rules  of  the  Hebfaki 
SiodtEidmge  and  Finnish  wotrel  Securities  Depository  Ltd, 

The  shares  shall  be  purchased  other  thin  in  proportion  lo  existing  share- 
boldjflgs,  sntce  the  Company*  shares  are  publidy  traded  on  the  Helsinki  Stock 
Eirinmy  awl  riry»  j|  g intended  tint  the  shares  will  be  purehased  through 
public  trading. 

The  pofcit&t  of  the  shares  will  rednee  the  (felnbotiNe  nnresiriaed  share- 
bolders'equilyof  (he  Company 

Sina  the  maximum  number  of  shares  to  be  purchased  will  be  Its  than  5%of 


the  total  number  of  the  Company's  shares  and  less  than  51  i of  tbe  tool  voting 
power  carried  by  the  shares,  the  purchase  or  the  dares  will  noi  bare  j notable 
impact  on  the  distribution  of  share  ownership  and  voting  power  within  the 
Company 

On  10th  February.  1999  the  total  number  of  the  Company's  shares  held  by 
the  inner  circle  of  the  Company  according  to  the  Companies  Ad  was  52. 1 28.724 
shares  out  or  a total  number  of  264,843.997  shares,  representing  19.68%  of 
tbe  Company's  share  capital.  Prior  to  the  purchase  of  the  Compxm  sown  shares, 
insiders  bald  W.tiS1!  of  the  total  voting  rights  conferred  by  tbe  shares.  Since  it 
is  intended  (hat  the  own  shares  will  be  pot  rimed  through  public  trading  un  tbe 
Helsinki  Slock  Exchange  without  knowledge  of  the  seller;,  ibe  insidirs'poriion 
of  the  Company's  share  capital  and  wing  power  after  tbe  purchase  of  own 
shares  cannot  be  predetermined. 

5.  The  Board  or  Directors" proposal  that  tbe  Annual  General  Meeting  author- 
ise the  Board  of  Directors  to  decide  on  the  disposal  of  tbe  Company's  own  shares 
pwchascd  on  the  basis  oT  the  aforementioned  derision  on  tbe  following  condi- 
tions: 

TbeanUmrisaiionisliiniiedtoaiiBiuaimor  13.200.0(10  of  the  Company); 
own  shares. 

The  Board  of  Directors  ijamborised  lo  drodr  to  wBwn  and  m which  order 
the  own  shares  will  be  disposed  of  Tbe  Board  or  Directors  may  decide  on  the 
disposal  of  own  shares  otherwise  than  in  proportion  to  tbe  exist  ing  pre-emptive 
right  of  shareholders  id  purchase  the  Company's  own  shares. 

Tbe  stores  shall  he  used  as  payment  when  the  Company  acquires  property 
pertaining  to  hi  business  activities  and  as  payment  in  any  possible  corporate 
acquisiiioiu  and  in  eventual  listing  an  foreign  Stock  Exchanges  in  Lbc  manner 
aim  to  the  extent  decided  by  tbe  Baud  of  Directors 

The  shares  shall [be  disposed  of  at  the  market  price  quoted  for  them  in  public 
trading  on  Ibe  Helsinki  Stock  Exchange  at  the  moment  of  their  disposal. 

Thu  authorisation  shall  remain  in  effect  lor  a period  of  one  year  from  the 
daieoflhedectBODOf  the  Annual  General  Meeting  aj  which  it  was  givw. 

information 

Copies  of  documents  concerning  the  financial  iialements,  the  Board  or  Direc- 
tors'propoob  to  conml  the  Company's  shares  into  no  par  value  shares,  to 
redenominate  the  Company's  share  capiul  into  the  euro  currency,  lo  amend  the 
Articles  of  Association,  to  reduce  tbe  shore  capital,  to  purchase  tbe  Company’s 
own  shares,  and  the  proposal  on  theaolboriatuin  of  the  Board  of  Dirrriors.  as 
well  as  other  documents  required  by  the  Companies  Act  may  be  inspected  by  Ibe 
shareholders  is  of  15th  March,  1999  at  the  Hod  Office  of  UPM-fiymment 
Corporation  (address  given  below).  Copies  of  Ibrz  daaimmu  will  be  sent  to 
shareholders  on  request.  Printed  copies  of  the  Company's  Annual  Report  will  be 
available  as  Cum  lbc  above  mentioned  dale.  The  Report  will  be  mailed  to  all 
shareholders  registered  in  (he  list  of  the  Company's  shareholders  maintained  by 
Furnish  Central  Securities  Depository  Ltd. 

Right  to  attend  She  Meeting 

Shareholders  who  wish  to  attend  tbe  Annual  General  Meeting  must  be  registered 
in  Ibe  list  of  ibe  Company's  shareholders  maintained  bv  Finnish  Central  Secun- 
tks  Depository  Ltd.  nobler  than  18lb  March,  1999. 

Shareholders  whose  shares  bare  not  been  transferred  into  the  book-entry 
ocun lies  system  may  also  attend  the  Meeting  provided  that  (hey  were  registered 
in  the  shareholders' let  of  Kyrmnese  Coiporaiion  before  21st  August  1992  or  ut 
Ibe  shareholders' list  of  Repots  Ltd.  before  2Sih  February  1994.  or  that  they 
tare  notified  ibe  Company  and  established  their  valid  title  and  right  to  attend 
the  Meeting.  In  this  case  the  shareholders  must  present  to  tbe  Meeting  their 
share  cenimies  or  proof  of  (heir  whereabouts,  or  other  evidence  lhai  the  title 
to  the  shares  has  noi  been  transferred  to  a book-entry  aaxranL 

Shareholders  wishing  lo  at  tend  the  Annual  General  Meeting  shall  inform  the 
Company  thereof  in  willing  no  later  than  by  Friday.  19ih  March,  1999  al 
12  noon  to:  L'PM-Kvmmeae  Corporation,  Share  Register,  EteScspbradt  2, 
RO.  Box  380,  FIN-fldlOl  Helsinki,  or  by  telephoning  +35*  (0)2041  50108  or 
+358  (0)2041  50109,  or  by  fixing  +358  (0)2041  50333.  Written  notios  of 
attendance  must  arrive  before  tbe  date  and  time  given  above.  Possible  proxies 
shanbesubariitedtotheCompmiy  in  conneawn  with  the  notice  of  atteockmce. 

MvMm* 

Tbe  Beard  of  Directors  has  derided  to  propose  to  the  Annual  Garni  Meeung 
lhai  a dividend  of  FIM  6.50  per  share  be  paid  for  the  rear  1998.  The  dividend 
will  be  paid  lo  shareholders  who  are  registered  in  the  Itsl  of  shareholders  main- 
tained by  Finnish  Central  Securities  Depository  Ltd.  at  the  record  date.  In 
accordance  with  the  duisioil  of  the  Board  of  Directors,  Ibe  record  dale  for  the 
dividend  payment  is  26ib  March.  1999.  Tbe  Board  or  Directon  proposes  loibr 
Annual  General  Meeting  that  the  dividend  be  paid  on  1st  April,  1999. 

Dividends  payable  lo  shareholders  dumedtd  abroad  w ill  be  subject  to  m at 
source. 

Helsinki,  12th  Frimniy.  1999 
BOAR  DOF  DIRECTORS 
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CURRENCIES  & MONEY 


Battle  over  policy 


POUND  SPOT  FORWARD  AGAINST  THE  POUND 


DOLLAR  SPOT  FORWARD  AGAINST  THE  DOLLAR 


By  Alan  Beattie 


The  market  this  week  will  be 
on  the  alert  for  signs  of  mon- 
etary policy  changes  in  the 
euro-zone  and  the  US.  The 
European  Central  Bank's 
governing  council  meets  on 
Thursday  with  a very  public 
battle  over  monetary  policy 
continuing  between  Oskar 
Lafontaine.  the  German 
finance  minister,  and  Wim 
Duisenberg,  ECB  president. 

Some  think  Mr  Lafon- 
t nine's  rhetoric  is  counter- 
productive and  merely 
increases  the  desire  of  the 
ECB  not  to  be  bounced  into 
a rate  cut  before  it  considers 
the  time  is  right.  Recent  falls 
in  the  euro  will  also  weigh 
on  minds  as  a de  facto  mone- 
tary loosening  that  might 
remove  the  immediate  need 
for  lower  interest  rates. 

And  with  growth  in  the 
peripheral  euro-zone,  includ- 
ing Ireland.  Spain  and  Portu- 
gal. well  above  that  in  Ger- 
many. the  ECB  has  other 
countries  to  consider  when 
making  its  decision. 

With  the  interest  rate 


futures  markets  pricing  in 
barely  any  fall  in  euro  inter- 
est rates  in  the  near  future, 
markets  may  well  mark  the 
currency  down  sharply  if  the 
ECB  defies  expectations  and 
cuts  rates.  The  decision  may 
well  come  after  European 
and  London  markets  have 
closed,  towards  the  middle  of 
the  US  session. 

In  the  US.  February's  non- 
farm payrolls,  the  key  piece 
of  labour  market  data,  will 
be  released  on  Friday,  and 
will  be  eagerly  awaited  by  a 
market  keen  to  evaluate  the 
next  likely  move  in  interest 
rates.  Payrolls,  which  grew 
strongly  in  January,  are 
expected  to  continue  that 
performance  into  February. 

Recent  comments  by  Alan 
Greenspan,  chairman  of  the 
Federal  Reserve,  have  been 
seen  by  many  as  a soften- 
ing-up of  opinion  For  future 
rises  in  interest  rates. 

This  would  signal  a move 
away  from  concerns  with 
international  market  turmoil 
and  liquidity  problems 
towards  the  continuing 
strength  of  the  US  economy. 
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FT  GUBE  to  HOAD  CUHHOES 

The  FT  Side  to  World  CunmMrs  tabu 
can  ha  round  on  Hm  Maifcaa  page  in 
today's  arttm. 
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BOTHER  CURRBICIES 

FT*  26  E S 

Czech  Rp 55.1220  - 552303345180  - 34.4650 
(tagay  368.745  - 369296230.20  - 230.450 
haa  480750  ■ 480450  3000-00  - 300000 
Knmt  0.4880  - 0.4660  02047  - 0.3050 
PM  5.4931  - 55447  14300  - 14600 
POM  62099  -43299  35400  - 18500 

Russia  36.7885  - 372421  229700  - 232400 
UA£  550  - 55865  35728  - 16733 


BJUKREIUM 

The  Bank  Behan  sue  can  be  bund  <ai 
page  27  bi  today's  edfflon. 


TELEFON  AKTDEBOLAGET  LM  ERICSSON  (puW) 

NOTICE  OF  ANNUAL  GENERAL  MEETING 

Thu  Annual  Genital  Meeting  of  the  Company  will  be  held  a!  the  Victoria  HalLThe  Stockholm  fim;  ai  5.00  pan.  on  Tuesday  March  23, 1999. 

Node*  of  attendance 

Shurahukto*  nhn  would  like  lo  anend  du  Annual  General  Meeting  shall  give  notice  hereof  to  the  Brad  of  Directors.  Tdrfmakaieboiagd  LM  Enc&Mn.  Cwporac  Legal 
Affanv-S  1 26  25  Snxlholm.  or  by  e-mail  hoUpstaemraoi?lmcxnc>ic«ijeoT  by  Td  no. +4ft  lOW  719  3444  atennnvdy  7 19  4498,  or  by  facsimile  no.  +46iO*7l99527 
Niwcen  lt100jjn.joi4.Wp.m.  out  bterttun  on  March  18.  IW.  When  giving  nonce  of  attendance.  please  indrcatc  mine, dale of birth. address,  and  rckphoneno. 

In  onk-ruifA-ililuie  die  n.-gutralion  ai  the  MEcung.  pewo  of  anotney.  certificaies  of  regrurauoo  and  rthcr  document  of  atabooiy  should  be  sere  to  the  Company  at  the  address 
above  wibulx  available  by  Monday.  March  22. 1999. 

Parlkipants 

Onf)  ibr*  Jraichiklcrs.  who  have  been  entered  in  the  uamenpaou  of the  share  register rf March  12. 1999.kqaby  VaatdqNppcncenlialen  VPCABlSw&hrftSoamlks 
Rca-aer  CVtncri  arc  entided  l)  panicipule  m the  Meeting  upon  nonce  of  attendance.  Shareholders,  wtwse  shares  are  registered  in  the  name  of  a nominee,  must  temporarily  be 
emunsJ  inio  rhe  shorn:  rcyi>tar  in  order  lo  tv  entitled  lo  participate  in  ihe  Meeting.  The  shareholder  is  requested  to  inform  the  nominee  in  due  tune  before  Friday.  Mach  12, 1999, 
when  Mich  rvustianoa  must  have  been  made 
Agenda 

The  fnUmvms  Hems  mua  be  dealt  with  5 the  Meeting: 

I To  clod  tin*  chairman  of  tile  Meeting. 

2.  To  mi  up  and  approve  the  bi  uf  seders. 

3.  To  approve  the  ayi-nda  of  the  Meeting. 

4 To  ptwJn  whether  ihc  Meeting  ban  heat  properly  announced. 

5 To  tfbet  iwvi  person.  appro  vine  die  minuter. 

b.  Jt  To  pK'-cni  the  Amtell  Report.  ihc  Audjrort'  Report.  Ihc  Corbobthled  Accounts  and  da;  Auditors'  Report  on  Ihc  Consolidated  Accounts  for  1998. 

hi  The  PrcMdent''.  speech  und  the  sharchnkJerV  question*  lo  8m  Bmid  of  Directors  and  the  Management. 

7 Approvals 

ji  die  Pl>  rfh  and  Lo"  Suh.-mem  and  ihe  Balance  Sheet  the  Consolkblod  Profit  and  Loss  Suietnenl  and  (he  Cbtoobdaied  Balance  Sheet  for  die  Group: 
hi  r.«  Jischaryc  the  member-  of  die  Board  ofDirivinr.  and  the  Managing  Director  horn  Mabry: 

e*  to  ■klcnruiK-  tile  jpjwtpriatim  .if  die  profit.  in  Kiimluncu  with  the  approved  balance  sheet  and  u fix  the  record  day  for  payment  of  die  dividend  decimal. 

K To  tfcfcmuiK  d*r  nun  dvr  ul  members  and  deputy  meinhiiM  if  Ihc  Board  of  Directors  and  die  number  of  Auditor;  and  deputy  Authors. 

1.  T”  deiernune  the  reniuncraiion  pasqhfe  ro  the  Board  of  Direct urs  and  to  die  Aucfiinrs. 

1«X  To  eivt  nn  inh.-r'  of  die  Board  of  Dimirm  and  deputy  members. 

I I The  h. uni  uf  rnreetor--  proptnal  fur  jppmval  of  amendnH3U.s  of  the  Ailieks.  of  Association. 

12  To  elect  Audil.  r.-  and  ikputv  Auduor.. 

lion  7 c>  Dnideod  und  Urcinrd  day 

Tl*-'  & uni  of  Directors  prop-*-,  a divnlend  of  SEK2.IU  per  dure  and  Friday.  March  26.  IW  as  record  day  for  payment  of  dividend.  Provided  dtp-  proposal  is  approved,  die 
JivnleitJ  I-  expected  in  he  pud  h>  Vjadqpuppencauralai  VPC  AB  on  Tuesday.  April  6.  IW>. 

Ilem  II  AmendHifiibcf  the  Articles  oTAswriatna 

TTic  Blu'd  of  Dirix-iufs1  pmfvreib  lo  JinerkiincnLs  of  die  .Articles  of  Assocuiioa  are  due  lo  pnnisons  in  die  Swedish  Cbmpany  A a dut  came  into  force  on  January  l.  IW.  The 
jiiicndinciUs  main  pnnunls  ihui 

ihc  icnn  .ilTuv  of  ihc  audnits  elected  by  die  General  Mcvung  e.  exiended  from  one  year  M few  yean  t?  10r 
a new  iimi  l-  added  n.-pardiny  approval  uf  tile  items  on  the  agenda  (dr  the  Annual  Meeting  i X 12): 
d*.-  nik:  recardmc  ipen  nmny  und  vounp  by  haiku  in  deleted  i5  I3i. 

- ihepresem  nik-  regunfiny  ihe  pencsJ  dunne  which  nruceccmcning  die  General  Meeting  b 10  be  published  is  deleted  and.  die  means  Ibr  convenor  the  General  Meeting  is 
ans.Tnk-d  lo  anrevncaiteni  in  Fs>n-*h  limko-  Tidniiicar  as  well  as  m Dacm  Nyhdor  and  Svenska  DagbUdd  or  another  narioo  wnW-  covering  daily  paper  1 5 1 5r.  aid 

- a role  Ln  in-satnl  mnuiing  ihs  a sharetwlder  imM  pise  mmcc  of  the  number  of  possible  advr^xs  before  die  General  Meeting  1 5 16). 

Pruposa h under  items  S.  9.  ID  and  12  on  Board  Members.  Auditors  etc. 

Kc-p-.irdine  rcmuncraixin  lo  ihc  Buanl  uf  Dircciun-and  election  of  the  B>xad  Members  and  Audaors.  a group  of  owners  of  A and  B shares  who  jointly  represent  more  than  50‘S 
••f  ihc  I'  HjI  numher  "I  infcs  ul  the  Condons  has  reported  titil  they  intend  to  vuie  for  tiki  foJfonmg  proposals: 

• A ii4ai  niuurkTjti<<<i  in  Ihe  Board  .if  Director-  of  SEX  3.750.01X1  lo  be  divided  uuhin  die  Board  of  Directors  and  dial  remuneration  lo  (he  Auditors  dull  he  paid  on  Account. 

• Kc-clcction  ■>!  tin:  members  ut'ihu  Boon  I Mes.rs.  Turn  Kedeliu-.  Sverfcer  Manm-Lot'.  Ljts  Eric  Fbiis<m.  Lair.  RamqvisL  . r~i»*  Rcutezskioki.  Peter  Smliwtiisl  and  Marcus 
W.dk-nherp  and  nu  Ucpufy  memher . 4 Ihe  BssuJ. 

• Eieciii  si  uf  Mr  i.lurun  JjnduhJ  new  men  ik?  uf  (he  Bcmdot  Dmsnors. 

• Re*-k.vti'.si  .if  Ihc  \i*lui>is  Messr.  Cart-EiK  Bohiin.  OJnf  Herolf  end  Tomas  Thiel  rani  the  deput)‘Auditres  Bo  Hjalmansoa  and  Stefan  Hiihmtrom. 

• E^lnsiuf  thed-fuiy  Aikiuiv  Ms.  Jereietie  SLiglund. 

MjuJv.  Iswj 
The  Bsurd  ot  Dirciliss 


MH  IETE  GKMEJL1LE 
USD  210  000000 
SUBORDINATED  FLOATING 
R.XTF.  NOTES  DUE  2002 
IS  IN  CODE  : XS0039 174.129 
Fur  the  iwriuJ  Fubnian  2f>.  1999 
to  Ausust  27.  1999 
ihe  new  rail.-  ha.s  been  fised  at 
3.125  'c  P.A. 

New  payment  date ; 
August  27.  1999 
C iiiipon  nr  : 14 
Amuuni : 

USD  129.55  fnrihq 
ilenomi nation  of  1>SD  5 flOli 
USD  2 59097  lor  the 
deTHiniimiiion  of  USD  115)1100 

THE  PHCVLTP.kL  PAIThti  AUVNT 
SOCIETt  fi  ENERALE 
B.VNK  & TR15T  SA. 

11-13,  misitav  Emile  tonin' 
L-Z420  H'XrrsiBmrKG 


Amalfi y«  Funding  Corporation  I 

USD  200.000  000 

Secured  AiTtorttelng  Roattig  Rmo  Notes 
due  2003 

For  inn  Interest  ported  1*  March  1999  In 
I"  Aprd  19B9.  die  Nctas  arfl  cany  a 
Rata  of  Interest  of  556344> 
par  annum  The  coupon  Amount  per 
USD  792763.63.  • Note  wfl  be 
USD  3593.13  ■ payable  on  1-Apri 
1999.  The  Principal  Repayment  Amount 
per  original  USD  1.000.000  Note  is 
USD  19539.67  jn  1-  March  1999. 


IBJ  (lajumbouBl  S A 

Agent  Bar*  daled  : 1 March  1999 


FIIhSVCIAL  TIMES 

The  FT  can  help  you  reach  additional  business 
readers  in  France.  Our  link  with  the  French 
business  newspaper,  Les  Echos,  gives  you  a 
unique  recruitment  advertising  opportunity  to 
capitalise  on  the  FTs  European  readership 
and  lo  largel  ihe  French  business  world. 

For  information  on  rates  and  further  detads 
please  telephone: 

Toby  Fnden-Crofta  on  +44  171  873  3456 
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0.603 

USA 

(5) 

36.75 

6.773 

5275 

1.782 

0.717 

1764 

1007 

7217 

1816 

1512 

6212 

1.449 

0.624 

1.510 

1 

1107 

0211 

Japan 

(V> 

30.97 

0708 

5.036 

1.502 

0205 

1407 

1.082 

6272 

153.9 

127.7 

0921 

1221 

0.526 

1172 

0243 

100 

0.768 

Euro 

(0 

4034 

7.435 

6260 

1956 

0788 

1936 

1204 

8.690 

200.5 

166.4 

9.015 

1291 

0285 

1.657 

1.098 

1302 

1 

Mai  Kama,  h*Kft  Rn.  tarwytai  n.  tad  ~>'iM  (on  pa  id  Mpai  Aaic.  raa,  Esuta.  tin  ad  tan  par  in  ' EMU  mure 
■ D-MAflK  HIMES  ((ME)  DM  12S5D0  par  DM 


Opr 

SMI  price 

(huge 

High 

Low 

EsLvd 

0pm  kl 

to 

02648 

05638 

-00013 

05653 

02605 

11X0 

55215 

Jin 

02806 

02866 

-02013 

02868 

02637 

269 

2170 

Sep 

02715 

02098 

-02012 

- 

05693 

2 

107 

■ smss  FRANC  FUTURES  (dlB  SFr  12*200  per  SFr 

Mar 

06964 

0.6922 

-02040 

029*9 

02893 

16261 

54.488 

Jui 

07006 

02907 

-02040 

0.7012 

02960 

4.626 

5125 

Sep 

- 

0.7053 

-00040 

- 

07060 

10 

304 

■ JAPANESE  TEN  FUTURES  (CHE)  Van  11*n  per  Yen  100 

Open 

Stamm 

Change 

Mgh 

Low 

Esi«ol 

Open  H. 

Mr 

0.8388 

08416 

+00041 

02455 

02281 

35.407 

80216 

Jun 

' 08420 

02519 

+0.0042 

08556 

02360 

1.09/ 

8272 

sap 

02650 

02627 

+02044 

08650 

08650 

15 

1.532 

■ STERLING  FUTURES  (CM)  £81500  per  E 

tttf 

12020 

1.6012 

-00022 

1.6060 

12968 

7.372 

67.021 

Jen 

12030 

1.B002 

-02024 

12050 

12662 

449 

2235 

Sep 

12020 

1.8002 

-02026 

12020 

12020 

260 

230 

■ PHLADaFUA  SE  E/S  OPTIONS  £31350  (cents  per  pound) 


UK  INTEREST  RATES 


LONDON  MONEY  RATES 

fob  26  Owe-  7 days 

night  notice 


Qua 


Hm  Sx  One 

nwlhs  norths  yea 


tatartreik  Staring 

7W-6H 

H-54 

5%-5; 

5h-P* 

5£  - 5* 

5£-5i 

Skritag  Ola 

- 

svi  ■ s; 

5J-5i 

5J  -5U 

5% -51 

Treasay  tos 

- 

- 

5S-5* 

5i-54 

Ba*  Bto 

- 

- 

SB -51 

5H  -5i 

- 

Local  mfuhy  dspa. 

5%  - 5H 

51  -5i 

5j  -5; 

5&-51 

5i-5i 

51-514 

Dtecomt  Itatel  dept 

5K  - St 

Sh  -5& 

- 

UK  dntog  bam  lose  landtag  rata  5H  (w  cm  Iron  Rrt  4, 1999 

Up  to  1 1-3  3-6  641 

month  MKBdti  mrailhs  months 


8-12 


855 


6.25 


Cans  of  Tax  dep.  (EllW.000)  4 65  65 

Cuts  ot  Tm  flap,  infer  £100.000  bi  4pc.  Dqnrts  wWita  In  cadi  2p c. 

tea.  BndH  m tf  AcnM  on  F*  18  5J0124pt  EC60  Mialg  Email  Ftan.  Ran  « day  Fob  26, 
1999  agnMMtlepMWlMX.  imb  ta  ta  a 1998  Sctaro  a tape  neawict  raw  lor  penw  Jro 
90.  ton  HUS,  19W.  Smna  n & v 55S0pc.  Ftwn  Hnua  Bn  Mb  GAc  kr  Ha  1999 


BANK  OF  ENGLAND  TREASURY  BILL  TENDER 

Feb  28  Feb  19  Feb  28  Fab  19 


BNs  on  atire  nO0m  EiOOm 

Total  Of  ajjptations  El.  185m  E658m 

Total  daertad  £200m  Cioom 

Mto.  accapkd  Hd  ES&735  £38.750 

MWBfirt  3J  mbi  tairt  67%  90% 


Top  adapted  rate  631739%  55137% 

/ha  rata  of  dreamt  5.0458%  55124% 

Averaw  you  5.1101%  55758% 

Offs1  at  not  tender  L20tHn  El  00m 

Uh.  accepi  hU  28  days 


BA5E  LENDING  RATES 


Adair  ft  Company  5.50 
AKod  Iran  Bank  |G8)  5 50 
•Fterey  Ansbactwr  550 
Banco Bfooo Vtacaya  550 
BankrtCyptua  550 
Bank  ot  Inland  SJ» 
SankoMndto  550 

Bankol  Sctdand  550 
BaideyeBark  550 
BrfBkot  Mid  East  550 
•BMiStokiy&GoLId  550 
CtObank  NA  550 

Oydasdato  Bank  550 
The  Cocpotme  Banks  50 
Couttt  ft  Co  550 

Cypiua  F^pUat  Bonk  550 
Dtawan  Lawrto  550 


EwwrTrua  Limited  6 50 
•Ftoben  Ftomng  & Co5  50 
Habto  Bank  AG  ZuiKti  550 
Heikabie  & Gan  kwBk5  50 
C.HooieftCo  550 

•SG  Hambros  Bonk  STroat 
5.50 

Honqhnng  & Shanghai  550 
towstee  Bank  (Wfj  LWS50 
JtAan  Hodga  Bark  550 
•Uxeott  Jowdi  ft  Sou  550 
UcydeBreik  550 

MUkmdBai*  550 

Naiwreamkiater  550 
•flea  Brothers  5.50 
Hoyal  Bkol  ScoSnnd  550 
Scontsh  tNidans.  Bank  S.SO 
■Stogar  ft  Frtodtandof  550 


% 

SntWi&Wlftamcon  550 
SuiBartc  550 

TSB  590 

Untlod  Bonk  at  Kuwait  550 
urwy  Treat  Bar*  Pic  5.50 
WhAanny  Ldcflaw  550 
VmktHre  Bank  5.50 

• Members  at  London 
hwestmam  Banking 


snv 

Price 

Mr 

Apt 

May 

Mr 

to 

May 

1280 

122 

2.68 

3.19 

022 

1.4ft 

1.96 

1200 

1.29 

21( 

ZW 

027 

1.92 

2.41 

1210 

027 

1.75 

222 

145 

2.40 

229 

Pititow  (Hfl  wt.  DH  - Pda  3B 

Pre«  Oafs  oen  ML  Cal*  l isa  Pm  1.1JS 

■ MLADELPWA  SE  D-MARK/S  OPTIONS  DM61500  (5  pH  DM) 

Site 

Price 

Mr 

Hr 

May 

Mr 

Apr 

toy 

0260 

021 

029 

121 

0.20 

053 

468 

0285 

134 

0.71 

024 

D.43 

076 

DJI 

0570 

0.19 

aso 

0.71 

0.75 

125 

1.19 

Fsrvtas  fflrv^  wC  ■ tato  - 

Pm.  Hart  nn>  hL  C*  30B  Pote  1.100 

BENCHMARK  GOVERNMENT  BONDS 

tod 

nd 

BW 

D*y  dig 

Nk  dig 

Mnfli 

Y« 

FAS 

Data 

Coipai 

Pitta  YVrid 

yUd 

yfaU  tag  ytd 

dgj  jtd 

Autento 

01/01 

8.750 

106.4956 

525 

♦421 

+010 

+026 

-413 

tat* 

8750 

1212103 

526 

+024 

♦417 

+0*6 

-423 

Aasaia 

moi 

8250 

1038700 

3.25 

+025 

+423 

+426 

-022 

01AM 

2000 

1062100 

4.15 

+025 

+413 

+434 

-027 

BMgtare 

034)1 

5200 

1032600 

319 

+026 

+427 

♦425 

-024 

03/0B 

3.750 

982100 

422 

+0.05 

♦412 

+436 

-0.77 

Canada 

12/on 

5 000 

992300 

528 

+023 

+424 

♦055 

+422 

08AM 

6 000 

1042000 

627 

+002 

+421 

+0.40 

-029 

Danraafk 

11/00 

9 000 

108 2500 

322 

+028 

+0.16 

+022 

-051 

1M» 

6200 

1132400 

4.44 

+029 

♦023 

+4*7 

-0.78 

Ftoi+nd 

(WOO 

4200 

101.1800  ' 

305 

+003 

+005 

+013 

-O  61 

04/U9 

5000 

1062330 

423 

+028 

+41* 

+020 

-068 

Franca 

07410 

4200 

101  1700 

309 

+0.05 

+007 

+418 

-086 

04AK 

7250 

1212600 

175 

♦025 

+417 

+027 

-021 

04/09 

4200 

99250D 

*29 

+024 

+414 

+440 

-43 

04/29 

5200 

1082800 

*90 

+024 

+0.12 

+438 

-453 

Guiuuoy 

054)1 

5200 

103  8300 

117 

+0.10 

+420 

+027 

-a  65 

01/06 

6200 

111*900 

328 

+027 

+422 

+0.42 

-0JJ2 

01/09 

3 750 

97  7000 

423 

+027 

+0.12 

+027 

-029 

07/28 

4J5D 

962600 

417 

+027 

♦414 

+029 

-453 

Grew 

034X1 

9800 

1002600 

951 

- 

-416 

-445 

-571 

01/09 

6200 

1012000 

626 

+0.07 

-415 

-413 

-425 

bated 

1011! 

6500 

107  9300 

329 

♦027 

♦OI2 

+43 

-1.49 

oam 

6 ran 

1132500 

4.19 

+027 

+010 

+024 

-498 

Wy 

07/01 

4200 

102.7600 

125 

+005 

+415 

+428 

-145 

07/03 

4200 

1017200 

357 

+006 

♦411 

+430 

-13 

05/D9 

4 500 

1022600 

4.1B 

+026 

+409 

+022 

-13 

11.77 

8200 

1202600 

512 

+024 

+0.10 

+434 

-027 

■to* 

12«n 

6200 

111.7400 

033 

_ 

+023 

-03 

-429 

1203 

4 100 

1132080 

112 

- 

+409 

-0.18 

-0.14 

06 m 

1800 

992110 

1-88 

-0.02 

+0.12 

+407 

*418 

cons 

2200 

922800 

278 

-004 

+0  IT 

+415 

+426 

totodlwrii 

01/01 

9000 

1104400 

114 

+025 

+417 

+424 

-078 

07/09 

3750 

902000 

*.ir 

+002 

+413 

♦027 

-0-70 

New  Zeobret 

0201 

8 000 

11151848 

5.13 

+003 

+018 

*0.08 

-251 

07/09 

7000 

108.758* 

528 

+000 

+027 

+022 

-123 

Narway 

0501 

7200 

1042000 

5 DS 

+005 

+420 

-407 

♦479 

05.09 

5200 

10*3000 

4.95 

+OI2 

+419 

+415 

-0-28 

Partapd 

03/00 

5375 

102.  *300 

300 

-003 

♦001 

+024 

-103 

OfiflB 

5375 

108  8300 

4 21 

+026 

+OI3 

-092 

Spain 

01W 

5 000 

1034800 

309 

+025 

+025 

♦417 

-1.11 

07.09 

5 ISO 

1054700 

448 

+005 

+0  41 

+468 

-062 

Smsh 

oaoo 

10250 

107  7564 

334 

+0.06 

+0.11 

+0.12 

-13 

OMM 

6500 

1127160 

438 

♦Oil 

+0  18 

+44* 

-100 

SwtoiteHl 

OGW 

4500 

103  9400 

1-33 

-021 

-005 

-008 

+021 

0108 

4250 

116  0000 

223 

+001 

-407 

-404 

-052 

UR 

llffll 

7200 

1052800 

*87 

+006 

+013 

+427 

-124 

0500 

107  (MOO 

46* 

+006 

+413 

+441 

-152 

5750 

Mfl  1700 

4 54 

+023 

+0.07 

+035 

-150 

6000 

124  4900 

4 50 

+004 

+012 

+021 

US 

OU01 

*200 

SO  0430 

514 

-00: 

+415 

*446 

-448 

02 1)4 

4 750 

98  0000 

521 

-002 

+013 

-450 

4 750 

962000 

528 

-003 

+410 

♦051 

-044 

0279 

5250 

95  4688 

556 

-005 

- 

•0  3* 

-041 

UwtonakMai  ■ Hm  lirt  dodng. 
VMS-  Local  mM  irnrrn  , 

in  payanta  Bi  noreAferdt 


Sara  Iraeiactna  DauTT  Mmaaon 
r«*  3dmi  b nah  >n«  wwtalut)  u>  d 125  pa 


UK  GILTS  PRICES 


Naba 


vr»%  km 
Prtra  L w-  Em 


UM  Of 

4 In 


Nam 


Aon 

Pitot  £m 


tawea 

*e 


Ciy 

tm 


bote 


TiauFOgRatB  1999 10QCZ37 

EbAII’.jcIOM 1004559 

TtortlOitfCim 101 1231 

Tran  6«c  1999 1004041 

Qm  lOhDC  1W9  . . . 1036873 


— S.70D  WigSeOt  212  4945 
-1  1050  5*26 W28  173  1264 
-1  1. 252  «t19  I*»l910tl  1298 
-I  6.950  FelO  Agio  12  3675 
-1  1.796  M|22  Wrt2  till  1242 


Tme:  Par  2000  _ 
Qnr9pc2D0Q  ... 
IrBSilDpc  2000.. 
Time  tax  2000_ . 
TistrFto  Mg  2001 

Treat  lOpcttth 

Con  9<aK  2001 . 
CDMMpcaooi . — 

TNtS  TpC  not 

Exdll2ro  1B99-? 

Cam  10k  2002 

Iren  7pc  2007 


— 'J 


On  Shoe  2002  — 

I roc  9 Lee  2002  

bdiSpcMB 

COM  9VK2003 

Tree  Sac  2UH 

Tteampc2D(D__ 
IreaitJAK  2000-3. 


1 03  (EX 
._  ID380ZM 
1105507 
_ 105  0727 
. 100.7932 

- ISUBGOd 
If  1093988 
■f  1109178 
1053387 
100  MB 
1145361 
108  7005 
* 1110174 
-.1 155044s) 

J 1139874 
1165064 
_ 1125369 
12093454 
i 1119397 


-r  tog  jysam 
-2  5558  5a3Hr3 
-3  1171  JII4jyl4 
-2  9900  Ja7Tta7 
_.  AOOOBtfcWpJ* 
-3  A408  AuSFaK 
-2  I Jal7Jr>2 
-J  X Fi  10  fluid 
-3  12.750  Hy6Hl6 
— IDS  JyE2Ja22 
-4  210C1IAP1I 
-4  9.080  Da7  Jb7 
-4  2 M14  Jtll 

-4  8.527  Fs27 fltaTT 
-4  H3Ht19KtlS 
-4  II  l«7Wyr 
-5  8.900  JelOOem 
-5  2.506  IHM 
-3  S3  JaZSJfZS 


25 1 

222  1244 
111  1299 
nil  4946 
510 

152  1280 


28.10  3031 
181 

510  - 

JOll 
H2  - 
>52  1349 

10.11 
2910 

l 12  2010 
22  1281 
18! 


End  10'jpc  M05  . -fi 
Tikk  12*3i  SDJ-S  _ 
IibbeS'iOC  20D9 

Cant  9kpc  2006 f 

Iran  7hpe  2008 I 

TIG3I8K  2002-6.  _ 

Tihg  7>jk  2006  

IiW  II  liK  2001-7  {> 

Tnse.ihfz  2007 

Tim  7‘jflC  2007  _ ... 
rre«  li'ac  JtCu-n  .> 

rmasspeana 

liw  toe  2009  ... 

IrcasS(iK2009  .... 
IiBM64igi2OI0  ..  . 
Com  9k  In  2011  .. 

litas  9pc  201 2 - . 

Tires  S'jK  2008-12.. 

Ins  toe  2013 

Tires  7 Lpcan  2- 1 5 . 


I32J90I 
1325895 
1219054 
1319048 
IBB164d 
1099556 
117  8928 
124  4654 
1218888 
1183058 
1312056 
1336181 
128  1980 
1103838 
114  7141 
140  MOB 
142.4772 
1083400 
134  8770 
1289180 


-5  231*3)5020  14  9 

-5  2200  Uyll  Nt2l  1211 
-610373  Jt7D*7  3011 
-7  6lhl5H»I5  9 m 
-7  4.000  HrSSrt 
-5  2050  Aq50c5 
-711.700  Jt7De7  3011 
-4  3150  Jj22Ja22  181 
-9  7J87  Jai6iri6  II  l 
-.811.000  Jb7 Da7  MU 
-6  S'jdSIKd  219 
-1 1 5921  Aol3Ucl3  210 
-1.1  1450  1*25  Se25  169 
->2  7 500  Ja7Df7  3011 
-12  4.750  Uj2IH*:S  ItM 
-II  5.273  J1rl2JriI2  41 
-12  5360  Fo6flu6 
-10  1.000  MrlOSelO 
-11  6.100 1*27  5tf7  179 
-II  BOOJyWJa*  181 


WkS  Ante 
Pros!  w-  £m 


Cur 


222 
24  9 


1295 

•9*6 

2300 

1334 

1148 

12S3 

1339 

2501 

IU1 

1336 

1245 


tatox-UnfeH 

2'jk  '99. 
I'lKHI. 
2>nx  03  . 
4AK'04  .. 
ax  06.  .. 

:'»*  os 

2‘jK'll... 
2*aKT3  .. 
2tK'16_. 

2'jx  20  _ 

Z'lDC  24.  . 
4*liX  J> 


w 

..  4 

..  (7831 
-J78  9J 
- -1135  6) 
.i«95l 
<7881 

- .i74a: 

- 189  21 
— aai  ei 
.-(830) 

19773 

-IIXIj 


195  31*7 
202JW67 
2046000 
1326625 
2337600 
2142500 
273333d 
191  7500 
Z11810I) 

mas 

1816750 

1826833 


-1  2 My22H>£2 

-7  2150 1*24  5e24 
-3  2700  My20  HUSO 
-J  1.300  flpTl  0c21 
-2  2500  Jal9J»l9 

-I  2825 My20Hr20 

-I  3.100 Fs23Al23 
0 3 4200  Ft  16  *H6 
— 4.125  JaXJfib 

— 3 jOO  AplE  OclE 

— 4.450  Ja17jyl7 

— l.ffiDJjl6Jy22 


1211  - 
15J  1316 
11.11  131? 
19.10  1356 
111  1314 
1111  1315 
152  1319 
12  1320 
181  1331 
710  133 
IU  1323 
141  l»34 


251 

19 


Orerflftai  Ton 

(lHSta2D15  138  7008 

lime  Stipe  2017  . . . 150.17EM 

EtaOl  12pc  2013-1 7„  v 1794006 

Trnre  toe  2021 1486995 

TIMS  6K  2028 1X8024 


-1217787  J»70«7  Hu 
-12  7260ft3)W5  152 
-9  S7jel’Del2  3ij 
-1*16.500  Jb7Do7  MU 
■13  5000  De7Jtr  3D.li 


irn  HI  m mubbm  Sn  RPt  baw  tor  ndeum.  ft 

1330  mcrite  cm  w mw  a,*,  ^ive  been  duadn  "• 

229  SWiRPShri™  ““■‘MW'to  1987.  CoreMSW  « 
1233  3-ws-  m **  183-4  jna  lor  January  1999-  162 

499;  Other  Fixed  Interest 

1982 


„ *7>% 

bmp  PKe£  .j. 


Am  fltoraa  LM  Oh 
£n  m a) 


Fta  to  FOrea  Tearc 

liras  6 ‘ax  LOCI  — 1079573 
1ims1I<2K2001-4_  1 124 1 06 

Tree  like  2004 Jj,  124  2823 

FindngJ'rK  199M  96  Hi  5 
6m9‘ik!0M—  IJi&27 
TiBB6kK20O4 110.7506 

ftwo'rfeaws 125412*1 

• la?  *■*.  fll  Id  CSB  M Urihte  to  nre  nodtds 
Fno»  earn  % Ntnr  mn 


-5  7.987  X7Bb7  3011  . Cmabtpc 

-J  16M  Sr  1 9 1*19  14  0 1290  pa  U*n3'rfn 

-4  HNrldMyll  9il  - owji.-ST*. 

-9  543  Jb14J(I4  IU  1274  

-5  W12JWS Oca  1910  1246  iWtoJPeVW  — — 
-4  6400  ASIIKi  1711  B41  QuaWSL'K-  r— ... 

-4  44« Qc 1 8 Apia  BIO  l3*T  TltaiJ'.-K  . . ... 


812003  -H  XA  AulFvl  ai 

74  0780  -25  um  JtiOfi  17  1, 

860780  -22  IIS  floincl  ^9 

saaoo  -ia  « Aosoca  2*9 

534M0  -1.1  276  SMtUeic  Jzi; 

SI30TO  -IS  475  flgiivi 

•ppicalnL  E flatOan  taota  ■)  Ea  •mmd  Ctoare  rtHnn  «c  man  » huh. 


" AmDn  lOLpcroOB- 
P'iamlll2iK2Dl2.. 
UcKijitfcTooe 
lag  Uatrew  3<jk  tonl  .. 
1352  LCC3K-20fla 
IM  tandWri  1 1 «2JIC  amr 
1324  Utt  Wr  3oc  S'  . 

!238  iPMhflii5ia3ia:i>s2i 
131 S U. 

F.I09  TOnru  4 sact 


I39U  (U 

158 
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FINANCIAL  times 
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EURO  PRICES 


Weak  euro  pushes  rate  cuts  off  agenda 


CURRENCIES  & MONEY 


EURO  SPOT  FORWARD  AGAINST  THE  EURO 


HJROPEAN  OVERVIEW 

By  Vincent  Bofend 

A cut  in  the  euro-zone’s 
interest  rate  is  unlikely  to  be 
top  of  the  agenda  when  the 
European  Centra]  Bank 
meets  this  week  to  discuss 
monetary  policy,  but  the 
weakness  of  the  euro 
undoubtedly  will  come  up 
for  discussion. 

The  currency  continued  its 

FTSE  Ebtoc  100 

Index 


mild  falls  against  the  US  dol- 
lar for  much  of  last  week 
and  is  now  below  $1.10. 
Some  observers  argue  that  it 
is  headed  for  $1.00  this  year, 
especially  if  the  US  Federal 
Reserve  is  forced  to  raise 
interest  rates  to  cut  the  level 
of  economic  growth  there, 
which  came  in  at  an  exuber- 
ant 6.1  per  cent  in  the  fourth 
quarter  of  1993. 

Analysts  say  the  euro's 
weakness  rules  out  any  fur- 


ther cuts  in  European  inter- 
est rates  for  the  moment. 
Indeed,  those  cuts  that  have 
been  forecast  - a drop  of  per- 
haps SO  basis  points  in  the 
base  rate  in  the  euro  zone  to 
2.5  per  cent,  probahly  by  the 
second  half  of  the  year  - are 
essentially  based  on  the  orig- 
inal view  that  the  euro 
would  be  stronger  than  it 
currently  is. 

So  the  interest  rate  cut 
being  demanded  by  the 


Qosng  Oaige  Mfoffer 

mu-pita!  ob  tay  ^nd 


MftmU 
Mgb  b* 


French  and  German  finance 
ministers  may  not  be  forth- 
coming yet.  But  is  a weak 
euro  entirely  a negative 
thing?  Dresdner  KJe'mwort 
Benson's  portfolio  strategy 

team  argue  that  if  the  cur- 
rency remains  weak  and 
short  rates  do  not  fall,  the 
effect  should  add  Q.l  per  cent 
to  the  bank’s  1999  estimates 
of  economic  growth  in  the 
euro-zone,  and  0.6  per  cent  in 
2000. 
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bfes. 

Tradtag  tames  amt  yfckfa  dobed  bran  beta 
domett;  nartets  nr  summed  by  AnancW 
Ran  Umma 

Coopaiqr  in  baaed  on  fine  load 

tor  fie  FTSS  Euntap  share  bakes. 


That  should  add  2 per  cent 
and  4 per  cent  to  corporate 
earnings  growth  in  those 
years,  respectively.  “Not 
enough  to  bail  out  the  ana- 
lysts {who  are  bearish  on 
earnings  prospects]  but 
enough  to  support  a possible 
change  in  market  senti- 
mentr  the  team  says. 

So  far  there  have  been  rel- 
atively few  earnings  shocks 
from  1998  among  the  big 
European  companies, 
although  bank  results  have 
been  severely  bit  by  the  tur- 
moil in  emerging  markets. 
For  1999,  the  Dresdner  team 
is  forecasting  nearly  12  per 
cent  earnings  growth  based 
on  bottom-up  estimates,  and 
14.5  per  cent  for  next  year. 

Investors  will  therefore  be 
looking  with  some  keenness 
to  tbe  ECB’s  deliberations 
this  week,  and  hoping  for  a 
better  showing  from  bourses 
alter  a lacklustre  week,  espe- 
cially given  the  sharp  fall  in 
bond  markets. 
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MeritaNordbanken 

Report  on  1 998  operations  in  summary 


Operating  profit  was  up  13  per  cent  at  FIM  8.145  million  (SEK  12,083  million). 

Excluding  items  affecting  comparability,  operating  profit  rose  by  16  per  cent  to  FIM  6,889  million 

Return  on  equity,  excluding  items  affecting  comparability,  was  18.7  per  cent 

Return  on  equity,  after  real  estate  write-downs  of  FIM  3,670  million,  was  14.3  per  cent 

After-tax  profit  for  the  year  amounted  to  FIM  4,178  million 

Earnings  per  share  were  FIM  1.96  in  Merita  Pic,  SEK  2.92  in  Nordbanken  Holding 

Proposed  dividend:  FIM  1.05  per  share  for  Merita  Pic,  SEK  1.64  per  share  for  Nordbanken  Holding 


MeritaNordbanken  in  brief 


MniuNordbanken  is  one  of  the  leading  Nordic  bank 
groups,  with  a broad  range  of  financial  products  and 
services. 

Tbe  customer  base  comprises  6-5  million 
individuals  and  400,000  companies  and  institutions. 
Customers  in  Sweden  and  Finland  are  offered 
services  via  800  hank  offices,  some  1 .000  Swedish 
post  offices  and  through  effective  telephone  bank  and 
Internet  services.  Approximately  one  million 


customers  use  the  group’s  electronic  banking  services. 

The  Group  manages  some  FIM  250  bn.  or  about 
EUR  42  bn.  on  behalf  of  private  customers.  In  addi- 
tion lo  the  Nordic  office  network,  the  group  is 
represented  in  19  countries.  The  Group  has  more  than 
19.000  employees,  of  whom  some  18.000  are 
employed  in  actual  banking  operations. 

MeritaNordbanken ’s  total  market  capitalization 
at  year-end  amounted  to  EUR  11.5  bn. 


The  compute  Report  cart  be  ordered  from  MeritaNordbanken.  Investor  Relations. 
SE-105  71  Stockholm,  telephone  +46-8-614  78  51.  telefax  +46-8-614  87 10 
or  e-mail:  investor,  rciatitmsla'nbjsc 
Internet:  wuw.meritanordbemken.com 


MeritaAlordbanken 


Notice  of  Reduced  Merest 
Payment  Date 

Republic  of  Ecuador 

PDl  Bonds  due  201 5 

Pursuant  In  the  terms  of  the  PDJ 
Bonds-tiw  ftaputtcot  Ecuador  has 
elected  to  capBafin  a ponton  o>  Bw 
interest  payable  for  tie  Interest 
Period  from  February  26.  1999 
to  August  3t,  1999.  Therefore. 
August  31, 1999  wfl  be  a Reduced 
Interea  Payment  Date. 

BpTteamtonHttaBuk 

BFIralAinl 

MarchL1999  O01** 


OS.  $1,434,690,000 
Republic  of  Ecuador 
Discount  Bonds  due  2025 

For  the  era  months  February  26.  I 
1999 10  August  3L 1999  tfiB  Bands 
wfl  beer  Merest  o 6%  per  annum. 
The  Merest  psy^e  on  Ihe  relevant 
tannest  payment  dan.  August  3L 
ISM  wM  be  U.S.  531  DO  par 
U&siO00Bon<L  { 

ByrlteOnpIMtattanBaok 

asFfssdJkgol  j 

ifecuise  O0^ 


The  Chase  Manhattan  Corporation 
U.S.  $250,000,000 

Floating  Rate  Subordinated  Notes  due  2000 
For  the  three  months  26th  February.  1999  to  28th  May.  1999 
the  Notes  will  carry  an  interest  rate  of  5.125%  per  annum 
with  a coupon  amount  of  U.S.  S129-55  per  U3.  $10,000 
principal  amount,  payable  on  28th  May.  1999. 

Bankers  Trust 

Company,  London  Agent  Bank 
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Japan,  which  took  just  six  months  to  ficense  the  impotence  drug  Viagra,  wIB  on  Wednesday  consider  approving  the  female  contraceptive  pill  after  30  years’  defiberahon 


MONDAY  t 


Albright’s  tours 

Madeleine  Albright,  US  secretary  of 
state,  arrives  m Beijing  to  begin  a visit 
to  China,  Indonesia  and  Thailand  to 
affirm  continued  US  strategic 
commitments  to  Asia  and  discuss 
issues  such  as  rite  Asian  financial 
crisis,  progress  towards  free  elections 
in  Indonesia  and  the  future  of  East 
Timor.  Albright  will  meet  senior 
Chinese  officials  today  and  Tuesday  to 
expand  a strategic  dialogue  with  China 
and  discuss  an  expected  visit  to  the 
US  by  Zhu  Rongji,  the  Chinese 
premier,  early  this  year. 

No  more  mines 

The  Ottawa  landmines  convention 
comes  into  force  today.  The 
convention,  adopted  in  December  1997 
and  signed  by  more  than  130 
countries,  bans  use,  production, 
stockpiling  and  transfer  of 
anti-personnel  mines.  Countries  that 
ratify  the  treaty.  55  so  far,  are 
committed  to  destroying  stockpiles 
within  four  years  and  eliminating  laid 
mines  within  10  years.  But  the  US, 
Russia,  China  and  India,  all  big  mine 
producers,  have  not  signed  the  pact 
About  60m- 70m  mines  lie  scattered 
around  the  world,  killing  or  maiming 
26,000  people  every  year. 

Socialist  platform 

The  European  Socialist  party  meets  in 
Milan  for  a two-day  congress  to  decide 
its  platform  for  the  June  European 
Parliament  elections.  Tony  Blair,  the 
British  prime  minister,  Lionel  Jospin, 
the  French  prime  minister,  Chancellor 
Gerhard  Schrflder  of  Germany  and 
Swedish  prime  minister  Goran  Persson 
are  among  those  expected  to  attend. 

Money  talks 

Financial  experts  including  James  D. 
Wotfensohn  of  the  World  Bank,  Stanley 
Fischer  of  the  International  Monetary 
Fund,  and  Kiichi  Miyazawa,  Japan’s 
foreign  minister,  gather  in  Tokyo  at  a 
two-day  symposium  on  global  finance 
and  development  Amartya  Sen.  1998 
Nobel  prize  winner  in  Economics,  will 
deliver  a keynote  speech. 

Developing  states 

Heads  of  state  from  the  D-8 
(developing  eight)  group  of  countries 
are  scheduled  to  meet  in  Dacca, 
Bangladesh.  The  eight  are  Bangladesh. 
Egypt,  Malaysia.  Nigeria,  Pakistan, 
Turkey,  Indonesia  and  Iran. 

All  at  sea 

The  International  Maritime  Organisation 
and  the  United  Nations  Conference  on 
Trade  and  Development  host  a 


two-week  conference  in  Geneva 
intended  to  adopt  an  international 
convention  on  the  arrest  of  ships.  The 
draft  treaty  sets  out  the  conditions 
under  which  ships  can  be  arrested  as 
security  for  a maritime  claim,  as  well 
as  legal  safeguards  against  abuse. 

FT  Survey 

Automotive  industry. 

Holidays 

Sri  Lanka,  Thailand.  South  Korea, 
Paraguay. 


TUESDAY  2 


Trade  dispute  ripens 

The  dispute  settlement  body  of  the 
World  Trade  Organisation  in  Geneva  is 
due  to  establish  a panel  to  examine 
the  controversial  Section  301  of  US 
trade  law,  used  by  Washington  to 
threaten  sanctions  against  the 
European  Union  in  their  dispute  over 
bananas.  Brussels  claims  that  Section 
301  contravenes  WTO  principles 
prohibiting  unilateral  trade  actions,  but 
the  US  says  its  sanctions  procedures 
comply  fully  with  WTO  rules. 

Ready  reactor 

The  last  operational  reactor  at  the 
Chernobyl  nuclear  power  plant  in 
Ukraine  could  reopen  from  today. 


according  to  officials  in  Kiev.  Ukrainian 
officials  are  holding  talks  in  Kiev  with 
the  European  Bank  for  Reconstruction 
and  Development  about  financing  the 
construction  of  two  new  reactors  at  the 
Khmelnytsky  and  the  Rovno  plants  so 
that  Chernobyl  can  be  closed 
permanently. 

Holidays 

Ethiopia,  Israel,  India. 


WEDNESDAY  3 


Getting  on  the  pill 

The  central  pharmaceutical  affairs 
committee  of  Japan's  ministry  of  health 
and  welfare  is  expected  to  recommend 
at  a meeting  today  that  the 
contraceptive  pill  be  licensed.  The 
debate  about  the  female  pill  has 
intensified  since  the  ministry  approved 
Viagra,  the  male  impotence  pill,  in 
January  after  just  six  months' 
deliberation.  The  high-dose 
contraceptive  pill  has  been  waiting  for 
approval  for  30  years  and  the  low-d06e 
pill  for  about  nine  years. 

Sanctions  demand 

The  dispute  settlement  body  of  the 
Geneva-based  World  Trade 
Organisation  meets  for  the  second 
time  in  two  days,  ft  will  discuss  a US 
demand  for  authorisation  to  impose 
trade  sanctions  on  the  European  Union 


in  their  banana  battle.  The  US  claims 
that  under  WTO  procedures  It  must  be 
given  authorisation  to  go  ahead  with 
sanctions,  whose  size  and  direction  will 
be  based  on  an  arbitration  decision 
due  on  March  2.  Brussels  says  the  US 
must  wait  for  a WTO  ruling  in  April  on 
the  EU's  amended  banana  import 
regime. 

Commission  code 

A new  code  of  conduct  for  European 
commissioners  is  unveiled.  The  code  is 
part  of  a reform  programme  introduced 
by  Jacques  Santer,  Commission 
president,  following  protests  by  the 
European  Parliament  at  the  way  K has 
managed  funds. 

FT  Survey 

Review  of  Information  Technology. 

Holidays 

Israel,  Malawi,  Morocco,  Bulgaria 


THURSDAY  4 


Caricom  concerns 

Leaders  of  the  15  countries  of  the 
Caribbean  Community  (Caricom)  meet 
In  Suriname  for  two  days  to  discuss 
the  impact  on  the  region  of  the 
financial  problems  of  south-east  Asia 
Russia  and  Latin  America  They  will 
also  review  the  impasse  between  the 


US  and  the  European  Union  over  trade 
in  bananas  - a big  export  for  several 
Caricom  states.  The  leaders  are  also 
anxious  to  establish  a regional  appeal 
court  to  replace  foe  UK  Privy  Council 
as  the  final  appellate  court  for  several 
countries.  They  feel  that  some  Privy 
Council  rulings  are  hampering  their 
plans  to  retain  capital  punishment  for 
murder. 

Anguilla  election 

A plan  by  .a  Texas  company  to  build  a 
rocket  launch  pad  on  an  islet  is  a key 
issue  in  a general  election  in  Anguilla  in 
foe  eastern  Caribbean,  one  of  Britain's 
smallest  possessions.  The  10,000 
people  of  the  territory  are  divided 
between  foe  promise  of  millions  of 
dollars  from  the  launch  pad  and  likely 
damage  to  foe  environment.  The 
launch  pad  on  Sombrero  Island  will  be 
used  for  commercial  satellites,  says 
Beal  Industries.  There  is  concern  also 
about  a new  UK  policy  towards  its 
overseas  territories.  Hubert  Hughes, 
foe  chief  minister,  said  the  UK  had  not 
consulted  foe  colonies  on  foe  plans, 
which  could  affect  offshore  banking 
and  citizenship  rights. 

New  ILO  chief 

Juan  Somavia  of  Chile  takes  over  from 
Belgium's  Michel  Hansenne  as 
director-general  of  foe  Geneva-based 
International  Labour  Organisation.  Mr 
Somavia.  previously  Chile’s 
ambassador  to  foe  United  Nations  in 
New  York,  is  foe  first  ILO  chief  to 


come  from  a developing  country.  The  , 
most  venerable  of  the  UN  agenaaa.  - 
foe  ILO  has  been  criticised  for  not  . ■ 
rising  effectively  to  the  challenges  of 
globalisation.  Mr  Somavia  win  be  under 
pressure  from  donor  governments  to  • 
revamp  and  energise  foe  organisation,' ;. 
which  aims  to  improve  foe  conditions' . 
of  working  people. 

jl.  . • 

Nordic  co-operation  v 

Foreign  ministers  from  around  the 
Barents  Sea  area  - foe  Nordic  nations  ■ 
and  Russia  - meet  In  Bodoe.  Norway, ; ' 
to  discuss  closer  co-operation  (to  --I  ^ 
March  5).  ' . .1 


FT  Survey 

Wales. 


FRIDAY  5 

■ « 


Saints  march  in 

Pope  John  Paul  II  ;s  expected  to  • ;.  • “ 

announce  foe  creaion  of  new  saints.  - • 

The  current  pontiff,  who  has  canonized  i - 

some  270  people  and  beatified  neariy*  ■;  ; 

800.  has  created  more  saints  than  any  • -l 
other  pope  In  history.  r - 


SATURDAY  6 


Great  relief  ! 

Bayer,  foe  German  pharmaceuticals  - - 1 
group,  plans  to  mark  the  centenary  of»  ( 


Its  introduction  of  aspirin  by  dressing  • 
its  122m  high  communications  tower  in  ' 
Leverkusen  as  a giant  packet  of  the  - 
pan-killing  drug. 


Holidays 

Ghana. 


SUNDAY  7 


North  Korean  poll 

North  Korea  holds  nation-wide  local 
elections,  the  first  such  polls  since  the-* 
death  in  1994  of  "Great  Leader”  Kim 
ll-sung. 


Salvadorian  choice 

El  Salvador  holds  presidential 
elections,’  a second  round  will  be  held 
on  April  25  If  needed. 

Motor  racing 

The  Australian  Grand  Prix,  first  round 
of  the  world  Formula  One 
championship,  is  held  in  Melbourne. . 

Compiled  by  Roger  Beale 
Fax  44  171  873  3196 
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Other  economic  news 

Monday:  US  personal 
income  growth  is  thought  to 
have  remained  healthy  in 
January,  although  consumer 
spending  growth  probably 
slowed  a little.  Exports  to 
foe  US  are  likely  to  have 
buoyed  Canadian  economic 
growth  in  the  fourth  quarter. 
Tuesday:  The  US 
purchasing  managers  index 
is  thought  to  have  continued 
the  recovery  that  began  in 
January,  while  new  home 
sales  are  forecast  to  have 
moderated.  Japanese 
unemployment  is  thought  to 
have  been  stable  in  January. 
Wednesday:  The  UK 
purchasing  managers'  index 
for  services  is  expected  to 
show  foe  pace  of  growth  in 
foe  sector  slowing. 
Thursday:  Growth  in  US 
factory  orders  in  predicted 
to  have  slowed  in  January. 
The  European  central  bank 
is  not  expected  to  change 
interest  rates.  There  is  a risk 
of  substantial  revisions  to 
fourth  quarter  data  showing 
foe  German  economy 
shrinking  0.4  per  cent. 
Friday:  US  non-farm  payrolls 
are  forecast  to  have  shown 
a smaller  increase  last 
month  than  In  January, 
keeping  foe  unemployment 
rate  stable. 


ACROSS 

1 Rise  to  show  appreciation 
f5.2i 

5 Cover  removers  in  action  at 
the  start  of  the  cricket 
match  (7) 

9 Mischievous  student  in  fine 
form  (Si 

10  The  opportune  moment  - 
watch  for  it  (5.4) 

11  Sailor-saint  In  waterproof 
material  (9) 

12  Knave  withdrawn  from  the 
pack?  (5) 

13  Feeling  fraiL  I accept  It's 
partly  to  do  with  the  hip 
(5) 

15  He  has  a short-service  com- 
mission (6.3  > 

IS  This  is  something  between 
Greece  and  Turkey 

19  Ventured  again  to  take 
father  out  C51 

21  Just  as  normal  as  rain  <5i 

23  Foe  had  run  into  unprece- 
dented difficulty  (7-2) 

25  Not  a single  female  will 
wear  this  outfit  (9) 

26  Studies  English  with  little 
intelligence  (5) 

27  Drug  found  at  college  - put 
one’s  foot  down  (5.21 

28  See  it  as  the  simplest  form 

(7) 


ECONOMIC  DIARY 


Statistics  to  be  released  this  week 


Day 

Economic 

Median 

Previous 

Day 

economic 

Median 

Previous 

rial  but  ori  Cowitry 

Statistic. 

Forecast 

Actual 

Released  Country 

Statistic 

Forecast 

Actual 

Mon 

Australia 

Jan  balance  on  goods  & services 

-AS825m 

-AS508m 

Thus 

Japan 

Jan  overall  personal  consumer  spend" 

2.0% 

-0.6% 

Marl 

Korea 

Feb  trade  balance  customs  cleared 

S695m 

Mar  4 

Germany 

04  GDP  pan-Germany"  (stats  off) 

2.6% 

2.8% 

Japan 

Feb  car  safes'* 

-<L2% 

Sweden 

Jan  trade  balance  NSA 

SKrllbn 

SKr12.7bn 

Germany 

Jan  import  prices" 

-5.8% 

-6.0% 

Emu 

GDP  provisional'" 

0.1% 

0.7% 

Japan 

Feb  foreign  exchange  reserves' 

2.9% 

Emu 

GDP  provisional” 

2.2% 

2.7% 

Italy 

1998  GDP 

1.4% 

1.5% 

Emu 

Jan  unemployment  rate 

10.8% 

10.8% 

Italy 

1998  deficrVGOP 

2.7% 

2.7% 

US 

Jan  factory  orders 

2.2% 

2.3% 

UK 

Jan  consumer  credit 

£lbn 

E700m 

US 

Jan  factory  inventories 

-0.9% 

US 

Jan  personal  income 

0.4% 

0.5% 

US 

M2-week  ended  Feb  22 

S12bn 

$13.5bn 

US 

Jan  construction  spending 

0.5% 

1.7% 

Japan 

Feb  overaB  wholesale  price  index' 

0% 

-0.9% 

Toes 

Australia 

04  current  account  balance 

-A$7.7bn 

-AS7.3bn 

Japan 

Feb  overall  wholesale  price  index" 

-4.0% 

-4.9% 

Mar  2 

Australia 

04  current  account  balance  % G DP 

5.1% 

4.7% 

Fri 

US 

Feb  non- farm  payrolls 

250,000 

245.000 

Japan 

Jan  unemployment  rate 

4.3% 

4.3% 

Mar  5 

US 

Feb  manufacturing  payrolls 

-5.000 

-13.000 

France 

Jan  producer  pnee  index' 

0.1% 

-0.4% 

US 

Feb  hourly  earnings 

0.3% 

0.5% 

France 

Jan  producer  price  Index" 

-2.6% 

US 

Feb  average  working  week 

34.6 

34.5 

Italy 

Dec  retail  sales” 

3.3% 

4.0% 

US 

Feb  unemployment  rate 

4.3% 

4.3% 

UK 

Feb  official  reserves 

■$3m 

US 

Jan  consumer  credit 

$5bn 

$7.3bn 

Emu 

Jan  harmonised  consumer  price  Index* 

0% 

0% 

Owing  the  week... 

Emu 

Jar.  harmonised  CPI" 

0.9% 

0.8% 

N'lands 

Dec  trade  balance 

Ot.Tbn 

US 

BTM-Schroders  Feb  27 

2-2% 

Brazil 

Feb  trade  balance 

-$300m 

-S754m 

US 

Jan  leading  indicators 

0.3% 

03% 

Germany 

Jan  capital  account  final 

-DM36.5bn 

US 

Redbook  Feb  27 

1.8% 

Germany 

Jan  foreign  security  purchases 

DM13.1bn 

Weds 

UK 

’Feb  CBJ  distributive  trades 

-9 

Japan 

Feb  trade  balance  (1st  20  days  NSA} 

Y612bn 

Mar  3 

Canada 

Feb  foreign  reserves 

CSlOOm 

CSIBm 

UK 

Feb  BRC  shop  prices" 

0.4% 

US  Feb  NAPM  (non-manufacturing)  54%  'montti  on  month,  “year  on  yeer.  —quarter  on  quar»r  Sottstte,  courtesy  Standard  X Poor“z  MMS. 


DOWN 

1 Music-masters?  (7) 

2 Showing  the  flag?  i9i 

3 Pacific  islands  have  got  an 
unusual  constitution  i5i 

4 They  go  from  equator  to 
poles  In  ever-decreasing 
circles  <91 

5 Musical  journal?  (5) 

6 Then,  sadly,  two  little  boys 
got  raised  aloft  <9i 

7 Looking  at  money  in  gov- 
ernment stocks  <5) 

8 View  from  the  fiats  t7) 

14  Charles  Edward  is  in  hid- 
ing. beaten  <9i 

16  Way  home  from  the  inn  (9) 

17  Broken-down  car  banned 
from  hoe-down  (4.5) 

18  New  area  to  decline  after 
rising  charges  (7) 

20  Glance  shows  a number  In 
fault  (7j 

22  Search  around  for  the  end 
of  the  mooring  cable  i5i 

23  Exhaust  advice  about 
umbrellas  in  the  rain  (3.2) 

24  High  points  of  the  Danse 
Macabre  i5) 


Winner  of  Puzzle  Na.9,914:  Mrs  C.  Gresham  Smith, 
Aston  on  CarranL  Tewkesbury 


MONDAY  PRIZE  CROSSWORD 

No.9,926  Set  by  DANTE 

A pri2e  of  a Tnmbnw  Lucca  fountain  pen  and  roUerbnli  set.  worth  £125. 
will  be  awarded  for  the  first  rortwJ  solution  opened.  Solutions  by 
Thursday  March  11.  marked  Monday  Crossword  9.326  on  the  envelope, 
to  the  Financial  Times,  i Southwark  Bridge.  London  SEl  9HL.  Solution 
on  Monday  March  IS.  Please  allow  28  days  for  delivery  of  prizes. 
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